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SNL1961 CHAPTER 51  

THE CHURCHILL FALLS ( LABRADOR ) CORPORATION LIMITED 
(LEASE) ACT, 1961  

Amended:  

1963 No2; 1964 No43; 1966-67 No84; 1968 No101; 1969 No77; 
1970 No62  

CHAPTER 51  
AN ACT TO AUTHORIZE THE LIEUTENANT-GOVERNMENT IN 

COUNCIL TO EXECUTE AND DELIVER AN INDENTURE LEASING 
CERTAIN WATER POWERS IN LABRADOR TO CHURCHILL FALLS 

( LABRADOR ) CORPORATION LIMITED AND TO MAKE PROVISION 
RESPECTING OTHER MATTERS CONNECTED THEREWITH  

1961 No51 LT; 1966-67 No84 s2  

( March 13, 1961 ) 

Analysis  

 
         

1.   Short title  
         

2.   Authority to execute and deliver Lease and other documents  
         

3.   Lease to have effect of law  
         

4.   Sec. 3 to have full effect  
         

5.   Part VI of Judicature Act to apply to arbitration  
         

6.   Exemption from social security assessment  
         

7.   The Public Utilities Act, 1964, not to apply in certain cases  
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8.   Principal Agreement not to apply  
         

9.   Application of Registration of Deeds Act  
       

10.   Sec. 3 not restricted by Secs. 4 to 9  

 
Schedule  

 
Appendix A  

 
Appendix B  

 
Be it enacted by the Lieutenant-Governor and House of Assembly in Legislative Session 

convened, as follows:  

Short title  

        1. This Act may be cited as The Churchill Falls ( Labrador ) Corporation Limited (Lease) Act, 
1961 .  

1961 No51 s1; 1966-67 No84 s2  

Back to Top 

Authority to execute and deliver Lease and other documents  

        2. The Lieutenant-Governor in Council is authorized to execute and deliver  

             (a)  a Lease to Hamilton Falls Power Corporation Limited the terms of which shall be 
substantially similar to the terms of the draft Lease set forth in the Schedule; and  

             (b)  any sublease, licence or permit, as an intervenor, or any amendment to a sublease, 
licence or permit pursuant to and in accordance with Clause 7 of Part IV of a Lease 
executed and delivered in accordance with paragraph (a) of this section.  

1961 No51 s2  

Back to Top 

Lease to have effect of law  

        3. The Lease authorized to be executed and delivered under Section 2 shall, upon its execution 
and delivery, be valid and binding upon the parties thereto, and all and singular the provisions 
therefor shall have the force and effect of law for all purposes as if expressly enacted in this Act, and 
the Lessor and Lessee named in the Lease, as well as all others claiming directly or indirectly under 
the Lessor or the Lessee including without limiting the generality of the foregoing Twin Falls Power 
Corporation Limited if it is a sublessee, licensee or permitee of the Lessee and the trustee for the 
holders of any bonds issued by Twin Falls Power Corporation Limited or the assignees of such 
trustee and any of them have, each of them according to his right, title or interest, full power and 
authority from time to time to do or perform or omit to do or perform all and singular the several 
acts, matters and things in and by the Lease provided to be done or not to be done, as the case may 
be, in the manner and with the effect and under the conditions stipulated and provided in the Lease.  

1961 No51 s3  

Back to Top 

Sec. 3 to have full effect  
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        4. Section 3 of this Act shall have full effect notwithstanding anything to the contrary contained 
in The Crown Lands Act , chapter 174 of The Revised Statutes of Newfoundland, 1952, or in any 
other statute or law.  

1961 No51 s4  

Back to Top 

Part VI of Judicature Act to apply to arbitration  

        5. Notwithstanding anything to the contrary contained in Section 212 of The Judicature Act , 
chapter 114 of The Revised Statutes of Newfoundland, 1952, Part VI of that Act, except Section 
212, shall apply to any arbitration held under a Lease or any amended sublease, licence or permit 
executed and delivered in accordance with Section 2 of this Act subject to the provisions of such 
Lease, or amended sublease, licence or permit.  

1961 No51 s5  

Back to Top 

Exemption from social security assessment  

        6. (1) Notwithstanding The Social Security Assessment Act , chapter 41 of The Revised Statutes 
of Newfoundland, 1952, as amended from time to time, or any Act standing in place of the said The 
Social Security Assessment Act or any other statute or law, Hamilton Falls Power Corporation 
Limited, its licensees, sublessees, permitees, transferees or assigns as well as the contractors and 
subcontractors (whether on a lump sum, fixed price, unit price contract basis or otherwise) of any of 
them shall on the execution and delivery of a Lease in accordance with Section 2 of this Act have the 
exemptions provided by that Lease.  

Exemption from gasoline tax  

             (2)  Notwithstanding The Gasoline Tax Act, 1962 , the Act No. 55 of 1962, as amended from 
time to time, or any Act standing in place of the said Act or any other statute or law, Churchill Falls 
(Labrador) Corporation Limited, its licensees, sublesses, permitees, transferees or assigns as well as 
the contractors or subcontractors (whether on a lump sum, fixed price, unit price contract basis or 
otherwise) of any of them shall, on the execution and delivery of an agreement in accordance with 
Section 7 of this Act, have and be deemed to have had on and after the first day of January, 1967, the 
exemptions prescribed in the provisions inserted by Clause 1 of that agreement in the Lease referred 
to in that clause.  
No refund of taxes  

             (3)  Subsection (2) shall not apply in respect of any taxes imposed by or under The Gasoline 
Tax Act, 1962 , as amended, and paid by the companies and persons referred to in that subsection at 
the date of the execution and delivery of the agreement referred to in that subsection and that 
subsection and the relevant provisions of the Lease referred to in that subsection shall be construed 
to the end that any such taxes that have been so paid, except those refundable by or under the said 
The Gasoline Tax Act, 1962 , shall not be refunded.  

1961 No51 s6; 1966-67 No84 s3  

Back to Top 

The Public Utilities Act, 1964, not to apply in certain cases  

        7. The Public Utilities Act, 1964 , the Act No. 39 of 1964, as now or hereafter amended shall 
not apply to  

Page 3 of 27SNL1961 CHAPTER 51 - THE CHURCHILL FALLS (LABRADOR) CORPORATION ...

11/6/2009http://www.assembly.nl.ca/Legislation/sr/statutes/c5161.htm



             (a)  the supply of hydro-electric power from the full output of all units installed at any time 
and from time to time at the hydro-electric plant site of the Twin Falls Project (which 
Project is defined in paragraph (d) of Clause 2 of Part I of the form of Lease set forth in 
the Schedule) to Churchill Falls (Labrador) Corporation Limited or to any person or 
company engaged in mining, beneficiating, concentrating, agglomerating or otherwise 
treating or processing iron ore in Labrador which is derived from any mineral deposit in 
Labrador, under any written agreement with any such person or company, or to the 
issuance of any securities in connection with or to the financing or construction of 
facilities for the installation and transmission of hydro-electric power from the said 
hydro-electric plant site;  

             (b)  the supply of hydro-electric power developed under the Lease made pursuant to the Act 
No. 51 of 1961, as now or hereafter amended, at the Churchill Falls Power Plant in 
Labrador to  

                      (i)  Quebec Hydro-Electric Commission,  

                     (ii)  the Newfoundland and Labrador Power Commission, or  

                    (iii)  any company which, at the date of the enactment of this Act, is being supplied with 
hydro-electric power by Twin Falls Power Corporation Limited and which is then 
engaged in mining, beneficiating, concentrating, agglomerating or otherwise treating 
or processing iron ore in Labrador which is derived from any mineral deposit in 
Labrador,  

under any written agreement with any of such Commissions or companies, or to the 
issuance of any securities in connection with or to the financing or construction of 
facilities for the installation and transmission of hydro-electric power from the said 
Churchill Falls Power Project; or  

             (c)  the supply of hydro-electric power by Churchill Falls (Labrador) Corporation Limited to 
Twin Falls Power Corporation Limited and the distribution by Twin Falls Power 
Corporation Limited of any such power so supplied to it to any company referred to in 
subparagraph (iii) of paragraph (b), subject to the condition that in every case referred to 
in this paragraph, the hydro-electric power referred to herein shall be the hydro-electric 
power supplied by Churchill Falls (Labrador) Corporation Limited to Twin Falls Power 
Corporation Limited in replacement of power formerly generated at the plant site referred 
to in paragraph (a) which is not then being generated,  

but the said The Public Utilities Act, 1964 , applies to the production, storage, transmission and 
supply of all other hydro-electric power developed under or in pursuance of the Lease executed and 
delivered pursuant to this Act.  

1966-67 No84 s4  

Back to Top 

Principal Agreement not to apply  

        8. Notwithstanding anything to the contrary contained in the Principal Agreement as defined in 
the Lease executed and delivered pursuant to this Act, none of the provisions of the said Principal 
Agreement as now or hereafter amended shall apply to the said Lease.  

1964 No43 s3  

Back to Top 

Application of Registration of Deeds Act  
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        9. The Registration of Deeds Act , chapter 141 of The Revised Statutes of Newfoundland, 1952, 
applies to  

             (a)  a Lease executed and delivered in accordance with Section 2 of this Act;  

             (b)  an assignment, sublease, licence or permit issued with respect to all or any of the rights 
and liberties derived by or under that Lease; and  

             (c)  a mortgage of or charge upon all or any of the rights and liberties derived by or under 
such Lease, assignment, sublease, licence or permit,  

as if that Lease, assignment, sublease, licence, permit, mortgage or charge was specifically 
mentioned in Section 6 of The Registration of Deeds Act .  

1961 No51 s9  

Back to Top 

Sec. 3 not restricted by Secs. 4 to 9  

      10. Nothing in Sections 4 to 9 shall be deemed to restrict the generality of Section 3.  

1961 No51 s10  

Page 5 of 27SNL1961 CHAPTER 51 - THE CHURCHILL FALLS (LABRADOR) CORPORATION ...

11/6/2009http://www.assembly.nl.ca/Legislation/sr/statutes/c5161.htm



Back to Top 

Schedule  

This Lease made at St. John's in the Province of Newfoundland this _________ day of 
__________ One thousand nine hundred and sixty-one BETWEEN His Honour the Honourable 
Campbell Macpherson, Officer of the Most Excellent Order of the British Empire, Lieutenant-
Governor of the Province of Newfoundland in Council (hereinafter called the "Government", which 
expression shall, unless the context otherwise requires, mean the Government for the time being of 
the said Province) of the one part AND Churchill Falls (Labrador) Corporation Limited a company 
duly incorporated under the laws of Canada and having its Head Office in the city of St. John's in the 
Province of Newfoundland (hereinafter called the "Lessee", which expression shall, unless the 
context otherwise requires and subject to the provisions of this Lease, include the successors and 
assigns of the Lessee) of the other part;  

WHEREAS under and by virtue of the powers conferred by the Act No. 63 of 1953 of the 
Province of Newfoundland there was executed on the twenty-first day of May, A.D. 1953, an 
Agreement in the terms set forth in the Schedule to the said Act between the Government and British 
Newfoundland Corporation Limited et al.;  

AND WHEREAS under and by virtue of the powers conferred by the Act No. 18 of 1954 of the 
Province of Newfoundland there was executed on the third day of July, A.D. 1954, a Supplemental 
Agreement in terms set forth in the Schedule to the said Act between the Government and British 
Newfoundland Corporation Limited et al. amending the said Agreement;  

AND WHEREAS under and by virtue of the powers conferred by the Act No. 48 of 1955 of the 
Province of Newfoundland there was executed on the twenty-sixth day of September, A.D. 1955, a 
further Supplemental Agreement in the terms set forth in the Schedule to the said Act between the 
Government and British Newfoundland Corporation Limited et al. further amending the said 
Agreement (the said Agreement as so amended being hereinafter called the "Principal Agreement");  

AND WHEREAS under the Principal Agreement and in accordance with the provisions thereof, 
British Newfoundland Corporation Limited acquired an option exercisable at any time and from time 
to time during the period of twenty years from the twenty-first day of May, A.D. 1953, to take an 
exclusive right and concession (so far as the same should not be inconsistent with any grants or 
leases of water power rights theretofore granted or agreed to be granted by the Government and 
subsisting at the date of the Principal Agreement) to harness and make use of waters in 
Newfoundland and Labrador, including the Hamilton River and to be vested with all hydro-electric 
and hydraulic power rights in to and in respect of the same;  

AND WHEREAS British Newfoundland Corporation Limited in pursuance of Clause 13 of the 
Principal Agreement did by an Assignment Agreement dated as of the thirtieth day of June, A.D., 
1958, assign unto the Lessee, among other things, the option and water power rights which were 
granted to it by the Principal Agreement in respect of and limited to the potion of the Hamilton River 
known as the upper Hamilton River as defined in the Assignment Agreement as subsequently 
amended to bring the said definition into conformity with Clause 1 of this Lease;  

AND WHEREAS by notice given by the Lessee to the Government pursuant to the provisions 
of sub-clause (2) of Clause 9 of the Principal Agreement, the Lessee on the twenty-sixth day of May, 
A.D. 1960, exercised the option so assigned to it and obliged itself to commence and proceed with 
due diligence with the development of the supply of electricity from the said upper Hamilton River, 
commencing with the Twin Falls hydro-electric development on the Unknown River, Labrador 
(hereinafter defined and referred to as the "Twin Falls Project");  

AND WHEREAS the Lessee has applied to the Government for the grant, pursuant to sub-
clause (2) of Clause 9 of the Principal Agreement, of such exclusive right and concession for a term 
of ninety-nine years renewable at the option of the Lessee for a further period of ninety-nine years, 
in respect of the area or areas covered by said Assignment Agreement upon which the said option 
was exercised;  

Page 6 of 27SNL1961 CHAPTER 51 - THE CHURCHILL FALLS (LABRADOR) CORPORATION ...

11/6/2009http://www.assembly.nl.ca/Legislation/sr/statutes/c5161.htm



AND WHEREAS the Twin Falls Project is being undertaken by Twin Falls Power Corporation 
Limited, a company organized under the laws of Canada and having its Head Office at St. John's in 
the said Province, which is to become a sublessee of Churchill Falls (Labrador) Corporation 
Limited;  

AND WHEREAS the Government has deemed it desirable to enter into, execute and deliver this 
Lease, subject to the terms, conditions, reservations, qualifications and provisions hereinafter set 
forth;  

1961 No51 Sch Preamble; 1966-67 No84 s2  

NOW THEREFORE THIS LEASE WITNESSETH that  

PART I 
RIGHTS AND LIBERTIES LEASED AND RESERVATIONS MADE  

        1. In pursuance of the Principal Agreement and for and in consideration of the undertakings of 
the Lessee herein set forth and subject to the terms, conditions, reservations, exceptions and 
provisions herein contained, the Government hereby leases and demises unto the Lessee full right 
and liberty to use exclusively all usable waters upstream of the point of intersection of the Hamilton 
River with the meridian of 63 ° 40' west of Greenwich and within  

             (a)  the catchment area of the Hamilton River upstream of that point; and  

             (b)  any other catchment areas that, by diversion, can be made tributary to the above-
mentioned catchment area of the Hamilton River ,  

and the total area of catchment of the waters leased and demised by this Lease (hereinafter called the 
"Upper Hamilton Watershed") is described in Appendix A to this Lease and delineated on the map 
shown in that Appendix (And Appendix A is hereby declared to be part and parcel of this Lease, 
subject to alteration and correction of description and delineation by a supplementary lease when a 
final survey of the said area is available, but such alteration and correction of description and 
delineation shall be made without infringing any of the rights reserved to Labrador Mining and 
Exploration Company Limited under paragraph (d) of this clause, and the waters in respect of which 
rights and liberties are leased and demised by this Lease are hereinafter called the "Upper 
Hamilton");  

TO HOLD the same unto the Lessee for the full term of ninety-nine years from the __________ day 
of __________, A.D., 1961 YIELDING AND PAYING therefor the tax to be calculated and paid in 
the manner prescribed by this Lease TOGETHER WITH the rights described in Clause 2 of this Part 
and the full right and liberty to flood during the term created by this Lease and any renewal hereof 
all those areas of the Upper Hamilton Watershed described in Appendix B to this Lease and 
delineated on the map shown in that Appendix to the levels indicated on the said map (and the said 
Appendix B is hereby declared to be part and parcel of this Lease, subject to alteration and 
correction of such description and delineation by a supplementary lease when a final survey of the 
said areas is available, and those areas of the Upper Hamilton Watershed described and delineated in 
the said Appendix B are hereinafter called the "main development area") EXCEPTED AND 
RESERVED to the Government, its licensees, lessees, assignees, transferees or any other persons 
whomsoever authorized by the Government in that behalf  

             (c)  (i)    all minerals both metallic and non-metallic, coal, oil, salt, natural gas and related 
hydro-carbons, all quarry materials, surface rights, and all other rights not leased and 
demised by this Lease, and  

                     (ii)  all timber  

on in and under the Upper Hamilton Watershed;  

             (d)  all of the usable waters upstream of a point that is one and one-half miles downstream 
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from the northeastern face of the main dam at the outlet of Menihek Lakes and the leave, licence, 
permission, authority and all other rights licensed by the Crown to Labrador Mining and 
Exploration Company Limited by a Licence dated the first day of December, A.D. 1950, 
as amended by The Labrador Mining and Exploration Company, Limited Water Power 
Licence (Clarification and Revision) Act, 1961 ;  

             (e)  the full right and liberty for the Government, its licensees, lessees, grantees, assignees, 
transferees and any other persons whomsoever authorized by the Government in that 
behalf  

                      (i)  to explore, prospect, search for, work, get, carry away and dispose of all minerals, 
both metallic and non-metallic, coal, oil, salt, natural gas and related hydro-carbons 
and other rights in the Upper Hamilton Watershed not leased and demised by this 
Lease;  

                     (ii)  to fell, cut down, dispose of and carry away all timber in the Upper Hamilton 
Watershed; and  

                    (iii)  to occupy and use all of the Upper Hamilton Watershed the occupation and use of 
which is in the opinion of the Government necessary for any of the purposes referred 
to in this paragraph (e);  

AND EXCEPTED AND RESERVED ALSO for all of the purposes referred to in paragraph (e) of 
this clause  

              (f)  the right of ingress, egress and regress over the Upper Hamilton Watershed and to make, 
sink, erect and use all mines, pits, plants, shafts, wells, machinery, buildings, erections, 
dams, roads and other necessary works and conveniences;  

AND EXCEPTED AND RESERVED ALSO  

             (g)  the right for the public to use freely all lakes, ponds and rivers included in the Upper 
Hamilton for floating logs or other timber of any kind whatsoever;  

             (h)  to the Government, its grantees, lessees, licensees and permitees all fishing rights 
whatsoever on the Upper Hamilton TOGETHER WITH the right of ingress, egress and 
regress for the purpose of exercising any of such fishing rights; and  

              (i)  for the public the right subject to applicable laws and regulations now or hereafter 
existing, to fish, shoot, hunt, trap and travel on and over the Upper Hamilton Watershed 
and the Upper Hamilton and any and all streams, rivers and lakes included therein and to 
maintain on the Upper Hamilton for any such purpose any kind of vessel, boat or aircraft. 

PROVIDED that subject to the other provisions of this Lease the rights reserved shall be exercised in 
such a manner as not to cause unnecessary interference with the use and enjoyment of the rights of 
the Lessee under this Lease.  

1961 No51 Sch Part I s1  
   

        2. Subject to the provisions, terms, conditions, exceptions and reservations of this Lease, the 
lease and demise of the Upper Hamilton created hereby includes the grant to the Lessee during the 
term created by this Lease of  

             (a)  the exclusive right to harness and make use of the Upper Hamilton ;  

             (b)  all hydro-electric and hydraulic power rights in, to and in respect of the Upper 
Hamilton ;  

             (c)  the exclusive right to utilize all of the Upper Hamilton in all dams, tunnels, canals, 
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diversions, power houses and any and all other works, wheresoever located, necessary for the 
development of hydro-electric and hydraulic power;  

             (d)  the exclusive right to store so much of the Upper Hamilton as may be economic and/or 
beneficial for the purposes of the development by the Lessee of the Upper Hamilton and 
to regulate the flow of the Upper Hamilton subject to the condition that in so doing the 
Lessee shall not interfere, to the detriment of downstream proprietors of water power 
rights without the consent of all such proprietors, with the minimum daily mean 
unregulated flow of such waters occurring prior to the establishment of a hydro-electric 
plant at a site on the Unknown River having an initial generating capacity of 
approximately 120,000 horsepower together with appropriate related facilities including 
high voltage transmission lines to and a step down station near Wabush Lake (the said 
plant and facilities being herein called the "Twin Falls Project");  

             (e)  the right to transmit throughout the Province any electric power generated as the result 
of the harnessing of the whole or any part of the Upper Hamilton and to export from the 
Province such power:  Provided that upon the request of the Government consumers of 
electricity in the Province shall be given priority where it is feasible and economic to do 
so; and  

              (f)  the right, subject to Clause 3 of Part III, to flood or otherwise impair the land comprised 
in any grant, lease, licence or other assurance of unoccupied Crown lands located in the 
main development area or of any rights therein or thereunder made after the date of 
execution and delivery of this Lease without paying any compensation, fine or other 
indemnity in respect of the loss or damage suffered by the grantee, lessee, licensee or 
other holder of rights in the land.  

1961 No51 Sch Part I s2  

PART II 
LESSEE'S COVENANTS  

The Lessee hereby covenants with the Government as follows:  

Royalty  

        1. (1) The Lessee shall during the term created by this Lease pay to the Minister of Mines, 
Agriculture and Resources for the said Province a royalty to be determined and paid in the manner 
and at the times prescribed by this clause.  

             (2)  The Government shall determine the rate of royalty, applicable to each development or 
stage thereof, for the supply of electricity from the Upper Hamilton:  Provided that the rate so 
determined shall not exceed the maximum rate of 50 cents (Canadian) per horsepower year 
generated and sent out of the station and for the purpose of this clause 6535 kilowatt hours shall 
constitute one horsepower year.  

             (3)  During the term created by this Lease, the Lessee shall on or before every twenty-eighth 
day of February occurring after the delivery of electricity from any installation utilizing the whole or 
any part of the Upper Hamilton is commenced submit to the Government all data required by it for 
determining the amount of the royalty for the calendar year (January 1 to December 31) or part 
thereof immediately preceding that twenty-eighth day of February, and all such data shall be 
certified by a responsible officer of the Lessee and shall be treated by the Government as 
confidential information.  

             (4)  The royalty calculated from the data submitted to the Government as aforesaid shall be 
paid by the Lessee on or before the thirty-first day of March immediately following the end of each 
calendar year (January 1 to December 31).  

1961 No51 Sch Part II s1  
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Government inspection  

        2. The Government by its servants and agents may at all reasonable times during the term of 
this Lease enter upon the Upper Hamilton and examine the condition thereof.  

1961 No51 Sch Part II s2  

Due diligence  

        3. The Lessee will commence and proceed with due diligence with the development of the 
supply of electricity from the Upper Hamilton, beginning with the development by Twin Falls Power 
Corporation Limited of a supply of electricity from the Twin Falls Project.  

1961 No51 Sch Part II s3  

Newfoundland labour and materials  

        4. The Lessee shall in the procuring of materials, equipment and labour for any work 
undertaken by it or for its account under the terms of this Lease give preference, where it is feasible 
and economic to do so, to material and equipment originating, manufactured or distributed and 
serviced in the Province of Newfoundland and prior opportunity to workmen whose usual place of 
residence is in the said Province and shall use its best endeavours to give effect to this provision.  

1961 No51 Sch Part II s4  

Flow gauging information  

        5. When as and if the Lessee undertakes recording information concerning the characteristics of 
the Upper Hamilton, or any part thereof, it will supply and furnish to the Government upon request 
copies of such flow gauging information and data at least once each year.  

1961 No51 Sch Part II s5  

Operating practices  

        6. The Lessee shall keep and maintain in good working order all structures, works and plant 
erected from time to time for the development and utilization of the Upper Churchill on the premises 
demised by this Lease or by any of the leases or licenses referred to in Clause 7 of Part III of this 
Lease which have been or in the future shall be granted to the Lessee and which structures, works 
and plant in accordance with sound utility practice are required in connection with or incidental to 
said development and utilization, and the Lessee shall attend to all necessary repairs in order to 
secure the normal and satisfactory working of all such structures, works and plant.  The Lessee shall, 
however, be entitled at any time and from time to time to alter any structures, works and plant 
erected from time to time for the development and utilization of the Upper Churchill on such 
demised premises and to remove any thereof when desirable in the conduct of its business in 
accordance with sound utility practice, to change the position of any thereof, to replace or renew any 
thereof and to dismantle and remove any thereof no longer useful in the conduct of its business in 
accordance with sound utility practice.  

1969 No77 Sch s1  

   

     6A. The Government acknowledges that, so long as this Lease or any of the leases or licenses 
referred to in Clause 7 of Part III of this Lease shall be in force, all right, title and interest in and to 
all fixtures, structures and other improvements located on the premises demised by this Lease or 
such other leases or licenses (but not any personal property located thereon), and all proceeds and 
avails of such fixtures, structures and improvements shall be part of the Lessee's leasehold estate and 
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may, subject to the restrictions on alienation of the leasehold estate and to the other covenants of the 
Lessee contained in this Lease and said other leases and licenses, be assigned together with the 
Lessee's other rights hereunder as security or otherwise disposed of by the Lessee without 
restriction; provided, however, that (under reserve of the Lessee's right to remove upon, or within a 
reasonable period following, termination of the demise, all trade fixtures and all other fixtures not 
being landlord's fixtures) all fixtures, structures and other improvements remaining on the premises 
demised by this Lease or by said other leases or licenses shall, upon termination thereof, become the 
property of the Government.  

1969 No77 Sch s1  

   

        7. During the term created by this Lease, the Lessee will once at least in every calendar year 
procure the preparation of a Consolidated Statement of Profit and Loss of the Lessee and its 
subsidiary companies for the preceding calendar year.  In addition, the Lessee undertakes to procure 
to be made out a Consolidated Balance Sheet of the Lessee and its subsidiary companies as at the 
dates to which the said Consolidated Statements of Profit and Loss are made up.  The said 
Consolidated Statement of Profit and Loss and Consolidated Balance Sheet are hereinafter referred 
to as the "Consolidated Accounts".  For the purposes of this Lease a subsidiary company means a 
company in which the Lessee holds directly, or through a nominee, shares comprising more than 
fifty per centum (50%) of the issued share capital of that other company, or shares entitling the 
Lessee to more than fifty per centum (50%) of the voting power of that other company or a company 
of which the Lessee has power directly or indirectly to appoint the majority of the directors, and a 
subsidiary company shall include a subsidiary company of a subsidiary company:  Provided, 
however, that the Lessee shall not be required to procure the preparation of Consolidated Accounts 
for any year prior to the calendar year 1964, except on the written request of the Government.  

1964 No43 Sch s1  

   

        8. (1) The Lessee shall pay a rental in each year during the term created by this Lease equal to 
eight per centum (8%) of the net profits of the Lessee as hereinafter defined.  

             (2)  For the purpose of this Lease, the expression "net profits" means the net profits less 
losses of the Lessee and its subsidiary companies in so far as they are attributable to the Lessee's 
holding therein computed in accordance with generally accepted Canadian accounting principles and 
as shown in the Consolidated Accounts approved by the auditors of the Lessee in any financial year 
of the Lessee excluding any profit or loss arising on the disposal of fixed assets of the Lessee or of 
any subsidiary company of the Lessee otherwise than in connection with the assignment, sublease, 
licence or alienation of any of the rights and liberties granted to or hereby to be granted to the Lessee 
and after charging all usual and proper expenses, other than the rental payable pursuant to this clause 
but including the royalty payable under sub-clause (2) of Clause 1 of this Part II, interest payable in 
respect of borrowed moneys, provisions for depreciation, depletion and amortization based on but 
not exceeding amounts expended and all other provisions as charged in the Consolidated Accounts 
in respect of such financial year but before making any charge or provision for Federal and 
Provincial Income Tax or any other taxes on income whether of a Federal or Provincial nature and 
before charging any dividends paid or payable on any class of shares of the Lessee and before 
making any appropriations for reserves of a capital or revenue nature not allowable for the purposes 
of Canadian Federal taxation:  Provided, always, that if the Lessee or any of its subsidiary companies 
shall carry on any activities other than operations the subject of the rights and liberties granted or to 
be granted under this Lease the net profits or losses attributable to such activities shall be excluded.  

             (3)  The rental payable by the Lessee to the Government under this clause shall be paid on 
the completion and adoption of the audited accounts of the Lessee in every year and shall be 
certified by the auditors for the time being of the Lessee.  

             (4)  Provided, always, that if the computation of net profits pursuant to this clause shall in 
any year result in net losses the amount of such net losses shall be set off against the first subsequent 

Page 11 of 27SNL1961 CHAPTER 51 - THE CHURCHILL FALLS (LABRADOR) CORPORATIO...

11/6/2009http://www.assembly.nl.ca/Legislation/sr/statutes/c5161.htm



net profits.  

             (5)  The rental payable under this clause shall be calculated and paid only on the profits of 
the Lessee as herein defined and shall not devolve upon or be payable by any assignee of the Lessee. 

1964 No43 Sch s1  

PART III 
GOVERNMENT'S COVENANTS  

The Government hereby covenants with the Lessee as follows:  

Quiet enjoyment  

        1. The Lessee paying the royalty provided for in this Lease and observing, performing and 
fulfilling the several provisions, covenants, terms and conditions herein contained and on the part of 
the Lessee to be paid, observed, performed and fulfilled shall peaceably hold and enjoy the rights 
and liberties hereby leased and demised during the said term without any interruption or interference 
by the Government or any other person whomsoever rightfully claiming under or in trust for it.  

1961 No51 Sch Part III s1  

Renewal  

        2. Subject to all of the provisions of this Lease, the Government will on the written request of 
the Lessee made before the expiration of the term hereby created, if there shall not at the time of 
such request be any existing breach of the covenants, terms and conditions of this Lease on the part 
of the Lessee, grant to it a further lease of the rights and liberties leased and demised by this Lease 
for the further term of ninety-nine years from the expiration of the term created by this Lease subject 
to payment of the same royalty and containing the like covenants and conditions as are herein 
contained, except the covenant for renewal.  

1961 No51 Sch Part III s2  

Provisions of subsequent grants  

        3. (1) Whenever after the date of the execution and delivery of this Lease and subject to sub-
clause (2) of this clause, a grant, lease, licence or other assurance is made of unoccupied Crown 
lands located in the main development area or of any rights therein or thereunder, a provision shall 
be inserted in such grant, lease, licence or other assurance reserving in favour of the Lessee the right 
to flood or otherwise impair the land comprised in the grant, lease, licence or other assurance and to 
the extent permitted by this Lease to construct and operate storage reservoirs thereon, therein or 
thereunder without paying any compensation, fine or other indemnity in respect of the loss or 
damage suffered by the grantee, lessee, licensee or other holder of rights in the land.  

             (2)  Sub-clause (1) of this clause and paragraph (f) of Clause 2 of Part I shall not apply in 
respect of  

             (a)  any option or concession granted by or under any Act or agreement before the execution 
and delivery of this Lease to any person, company, partnership or association conferring 
on such person, company, partnership or association the right to acquire and occupy 
Crown lands or any rights thereon, therein or thereunder by way of grant, lease, licence, 
permit or other assurance of title; or  

             (b)  any grant, lease, licence, permit or other assurance of title made at any time before the 
execution and delivery of this Lease, or made at any time thereafter in pursuance of an 
option or concession referred to in paragraph (a) of this sub-clause.  

1961 No51 Sch Part III s3  
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Reservation of minerals  

        4. The Government has reserved and will subject to this Lease keep reserved from the operation 
of The Crown Lands (Mines and Quarries) Act, 1961 , as amended from time to time, for the full 
term created by this Lease all minerals on, in and under the main development area.  

1961 No51 Sch Part III s4  

Grant of minerals in main development area  

        5. Notwithstanding the provisions of Clause 4 and subject to the provisions of Clause 3 of this 
Part, the Government reserves the right to grant, lease or otherwise dispose of all or any part of the 
minerals referred to in Clause 4 of this Part or any rights in such minerals to any person, company, 
partnership or association.  

1961 No51 Sch Part III s5  

Notice  

        6. (1) Before making any grant or lease of minerals or of land anywhere in the Upper Hamilton 
Watershed, the Government will subject to this clause inform the Lessee in writing of its intention to 
do so and allow the Lessee at least sixty (60) days from the date of service of that notice to enable 
the Lessee to make any objection to such proposal that it wishes to make.  

             (2)  Subject to Clause 3 of this Part, the Government reserves the right to make any grant or 
lease referred to in sub-clause (1) of this clause on the expiration of the period of notice prescribed 
by that sub-clause, whether or not the Lessee shall have objected thereto.  

             (3)  The provisions of this clause shall not apply to any grant, lease, licence, permit or other 
assurance of title referred to in paragraph (b) of sub-clause (2) of Clause 3 of this Part.  

1961 No51 Sch Part III s6  

Acquisition of Crown lands  

        7. (1) Subject to sub-clause (2) of this clause, the Government will grant to the Lessee upon 
reasonable terms and conditions by lease or licence from time to time such Crown lands not then 
irrevocably granted, leased or otherwise alienated to any third party as may be reasonably necessary 
in connection with or incidental to any aspect of the development and transmission of hydro-electric 
power from any part of the Upper Hamilton.  

             (2)  All of the Crown lands referred to above that are required for transmission and 
communication lines, access roads, dam sites, power sites, transformer stations and canals will be 
leased or licensed to the Lessee for a term coextensive with the term of this Lease and any renewal 
thereof and at a rent not exceeding one dollar a year, if demanded.  

1961 No51 Sch Part III s7  

Acquisition of private lands  

        8. If the Lessee is desirous at any time of acquiring private lands or any rights therein or 
thereover, reasonably necessary for or in connection with or incidental to any aspect of the 
development and transmission of hydro-electric power from any part of the Upper Hamilton, the 
Government will acquire such lands or rights by purchase, expropriation under The Expropriation 
Act, 1957, as now or hereafter amended, or otherwise (and the mode of acquisition shall be 
determined by mutual agreement) and the Government will transfer title and possession of such 
lands or rights to the Lessee at cost.  
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1961 No51 Sch Part III s8  

Legislation to protect Lessee's improvements  

        9. The Government will use its best endeavours to secure legislation including regulations 
reasonably necessary to protect the improvements made in the Upper Hamilton Watershed by the 
Lessee or any sublessee, licensee or permitee of the Lessee from damage by any person exercising 
any of the rights reserved under paragraphs (g), (h) and (i) of Clause 1 of Part I, but all such 
legislation shall be consistent with the lawful exercise of such reserved rights.  

1961 No51 Sch Part III s9  

PART IV 
MUTUAL COVENANTS  

It is mutually agreed by and between the parties to this Lease as follows:  

No assignment, etc., without consent  

        1. (1) Subject to this clause, the rights and liberties hereby demised or any of them may not be 
assigned, leased, licensed, mortgaged or otherwise howsoever alienated by Churchill Falls 
(Labrador) Corporation Limited, without the prior consent of the Government in writing, which 
consent shall not be unreasonably withheld.  

             (2)  Subject to this clause the Lessee may not license or permit any company or body 
whether associated with it or not to utilize any of the rights and privileges granted hereunder or 
sublet or otherwise dispose of any of the said rights and privileges to any such company or body, 
without the prior consent of the Government, in writing, which consent shall not be unreasonably 
withheld.  

             (3)  This clause shall not be deemed to apply to a permit for a period not exceeding one year 
issued by the Lessee nor shall this clause nor any corresponding restriction of any lease or license 
granted pursuant to Clause 7 of Part III hereof, be deemed to apply to any permits, licenses or other 
rights of utilization under the Power Contract (referred to in Clause 2A of Part IV hereof) or 
otherwise in respect of the construction of, or for the purpose of assuring the completion, bringing 
into operation and continued operation of, and delivery of energy from, the Churchill Falls power 
project in Labrador; provided, however, the giving of any such right by the Lessee shall not affect 
the Lessee's obligations hereunder.  

             (4)  Forthwith, upon the execution of any assignment, sublease, licence or permit or of any 
assignment of any such assignment, sub-lease, licence or permit, the Lessee shall furnish to the 
Government a certified copy thereof together with the name and address of the assignee, sublessee, 
licensee or permitee.  

             (5)  The Lessee shall not be liable to pay any fee or charge in respect of any consent given 
under this clause.  

1961 No51 Sch Part IV s1; 1966-67 No84 s2; 1969 No77 Sch s2  

Tax exemptions  

        2. (1) The Lessee and any of its sublessees, licensees, permitees, and agents, as well as the 
contractors and subcontractors (whether on a lump sum, fixed price or unit price contract basis or 
otherwise) of any of them shall be exempt  

             (a)  from all taxes heretofore or hereafter imposed by or under The Social Security 
Assessment Act , chapter 41 of The Revised Statutes of Newfoundland, 1952, as amended 
to the date of the coming into force of The Social Security Assessment Act, 196 3, the Act 
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No. 83 of 1963, and from all taxes imposed by the said The Social Security Assessment Act, 196 3, as 
amended from time to time or any Act standing in the place thereof and from any similar 
tax or assessment levied, authorized or imposed by the Province in respect of all 
machinery, equipment, goods, materials, articles, things, and all other tangible personal 
property heretofore or hereafter installed, consumed or used in the establishment, 
construction, equipping or expansion in Labrador of any works, buildings, structures and 
plant ("facilities") for or incidental to any aspect of the development, generation and 
transmission within the Province of hydro-electric power from the whole or any part of 
the Upper Churchill:  Provided that such exemption shall not apply in respect of  

                      (i)  any machinery, equipment, materials, articles and things and other than tangible 
personal property consumed or used in the operation of the facilities or in the 
establishment of any capital replacements made otherwise than in connection with 
the expansion of any of the facilities, or  

                     (ii)  renewals, replacements or repairs;  

             (b)  on and after the 1st day of January, 1967, from all taxes imposed by or under The 
Gasoline Tax Act, 1962, the Act No. 55 of 1962, as amended from time to time, or any 
Act standing in the place thereof and from any similar tax or assessment levied, 
authorized or imposed by the Province in respect of gasoline consumed or used in the 
establishment, construction, equipping or expansion of any facilities established in 
Labrador for or incidental to any aspect of the development, generation and transmission 
within the Province of hydro-electric power from the whole or any part of the Upper 
Churchill:  Provided that such exemption shall not apply in respect of  

                      (i)  gasoline consumed or used in the operation of any such facilities or in the 
establishment of any capital replacements made otherwise than in connection with 
the expansion of any such facilities, or  

                     (ii)  renewals, replacements or repairs,  

but nothing in this sub-clause (1) shall be deemed to confer any exemption in respect to the 
operation by Twin Falls Power Corporation Limited of its facilities, or from the tax imposed by or 
under The Fuel Oil Tax Act, 1962 , or any Act substituted therefor.  

          (1A)  For greater certainty it is hereby declared that  

             (a)  the completion of any facility or any part thereof shall not prevent the application of any 
of the exemptions referred to in paragraphs (a) and (b) of sub-clause (1) of this Clause 2 
in respect of any uncompleted facility or part thereof; and  

             (b)  the total consumption of any tangible personal property in respect of which the 
exemption referred to in paragraph (a) of sub-clause (1) of this Clause 2 applies or the 
partial consumption or use of it to the point where it can no longer be consumed or used 
shall not prevent the application of that exemption in respect of the consumption or use of 
additional tangible personal property consumed or used in replacement of that already 
totally consumed or so partially consumed or used, if such additional tangible personal 
property is consumed or used for any of the purposes prescribed in the said paragraph (a) 
in respect of which an exemption is provided.  

             (2)  Should the Lessee or any of its sublessees, licensees or permitees be subject to taxation 
by any municipality or other local taxing authority in Newfoundland Labrador, the amount of taxes 
levied by such municipality or other taxing authority against the Lessee or any of its sublessees, 
licensees or permitees for the year, together with the amount of taxes levied by such municipality or 
other taxing authority against all other industrial establishments and activities including hydro-
electric developments for such year, shall not exceed in the aggregate forty per centum (40%) of the 
total amount of the taxes levied by such municipality or other taxing authority for such year.  

             (3)  The Lessee and Twin Falls Power Corporation Limited shall not be liable for any taxes 
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other than taxes of general application.  

1961 No51 Sch Part IV s2; 1966-67 No84 Sch s1; 1970 No62 Sch s1  

Tax exemptions and rebates  

     2A. (1) In this Clause 2A,  

             (a)  "Lessee" means Churchill Falls (Labrador) Corporation Limited, its successors and 
assigns and the subsidiaries of Churchill Falls (Labrador) Corporation Limited, except 
Twin Falls Power Corporation Limited and the successors, assigns and subsidiaries of 
Twin Falls Power Corporation Limited; and  

             (b)  "Power Contract" means the first contract executed by and between the Lessee and 
Quebec Hydro-Electric Commission relating to the supply and sale by the Lessee to 
Quebec Hydro-Electric Commission of hydro-electric power developed under this Lease 
at Churchill Falls in Labrador, but does not include any renewal of such contract or the 
renewal of the term prescribed therein during which the Power Contract is to remain in 
force, and the said term is expected to be about forty years.  

             (2)  This Clause 2A applies as of and from July 14, 1966, in respect of the development, 
transmission and supply of hydro-electric power by the Lessee under this Lease during the term of 
the Power Contract, but this Clause 2A applies only in respect of such development, transmission 
and supply of hydro-electric power.  

             (3)  Notwithstanding anything to the contrary contained in sub-clause (3) of Clause 2 of this 
Part IV, this Clause 2A shall have effect to the extent provided in sub-clause (2) of this Clause 2A, 
and only to that extent, but subject to this Clause 2A, sub-clause (3) of the said Clause 2 shall 
continue to have full force and effect.  

             (4)  The Lessee shall be exempt from  

             (a)  any increase in existing taxes,  

             (b)  any liability with respect to any new or additional taxes that may hereafter be imposed, 
levied or authorized, and  

             (c)  any liability with respect to any new or additional charges, dues, fees, rents, levies, 
royalties or other assessments of whatsoever nature or kind,  

that are within the power of the Province or any municipality or subdivision thereof to impose, levy 
or authorize upon the Lessee, its assets (tangible or intangible), or revenues, including without 
limitation, its earnings, products, properties, rights, franchises, leases, licences, permits, investments, 
capital (share or loan), transactions, payrolls, purchases, sales or transfers, or upon any other thing, 
matter or act whatsoever that is within the corporate power of the Lessee as it is now or may 
hereafter be constituted:  Provided, however, that the above exemptions shall not enlarge the 
exemptions enjoyed by the Lessee pursuant to sub-clauses (1) and (2) of Clause 2 of this Part IV 
from the taxes specifically referred to in the said sub-clauses (1) and (2); and provided further that if 
Canada reduces the rates of taxes on or measured by income at present imposed by it on any class of 
corporations, in which the Lessee is included, the Government reserves for the Province the right in 
such event to increase the present rates of taxes on or measured by income imposed by it on the 
Lessee up to, but not exceeding the reduction in the rates of taxes so made by Canada, provided, 
however, that the Lessee shall not be obligated to pay an amount greater than that which would have 
been payable by the Lessee had Canada not reduced such rates of taxes.  

             (5)  Subject to sub-clauses (6), (7), (8) and (9) of this Clause 2A, the Government shall pay 
or cause to be paid to the Lessee for its own use and benefit forty-seven and nine-tenths per centum 
(47.9%) of all moneys  

             (a)  collected by Canada by way of existing taxes on or measured by income of the Lessee; 
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and  

             (b)  paid by or for Canada to or upon the order of the Province.  

             (6)  If the amount of the rental payable by the Lessee under Clause 8 of Part II hereof is not 
allowed as a deduction in determining the Lessee's taxable income, then the Government shall pay 
the Lessee an amount equal to all of the tax on such rental which is  

             (a)  by reason of such disallowance, collected by Canada by way of existing taxes on or 
measured by income of the Lessee; and  

             (b)  paid by or for Canada to or upon the order of the Province,  

but the Government shall not make any payments under sub-clause (5) of this Clause 2A in respect 
of such tax.  

             (7)  If the rates of the taxes on or measured by income at present imposed by Canada on the 
Lessee shall be increased, then, an amount equal to all additional tax  

             (a)  collected, as a result of the increase of such rates, by Canada by way of taxes on or 
measured by income of the Lessee, whether or not the rental referred to in sub-clause (6) 
of this Clause 2A is allowed as a deduction in determining the Lessee's taxable income; 
and  

             (b)  paid by or for Canada to or upon the order of the Province,  

shall be payable by the Government to the Lessee, but the Government shall not make any payments 
under sub-clause (5) or (6) of this Clause 2A in respect of such additional tax; and if the rates of the 
taxes on or measured by income at present imposed by Canada on the Lessee shall be decreased, 
then, no payments shall be made to the Lessee under any provision of this Clause 2A in respect of 
the amount of the reduction of taxes resulting from the decrease of such rates.  In either case of an 
increase or decrease in such rates of taxes, the Government shall be entitled to receive and to retain 
in each year an amount up to but not exceeding twenty-two and one-half per centum (22.5%) of the 
Lessee's taxable income  

             (c)  collected by Canada, from time to time, by way of taxes on or measured by income of 
the Lessee; and  

             (d)  paid by or for Canada to or upon the order of the Province.  

             (8)  If the amount retained by Canada from taxes on or measured by income imposed by 
Canada on the Lessee shall be increased above the amount retained at present, namely, an amount 
equal to four and eight-tenths per centum (4.8%) of taxable income of the Lessee, then, no payments 
shall be made to the Lessee under any provision of this Clause 2A in respect of the amount of the 
increase; and if the amount retained by Canada from taxes on or measured by income of the Lessee 
shall be reduced below the amount retained at present namely, an amount equal to four and eight-
tenths per centum (4.8%) of taxable income of the Lessee, then, payments shall be made, in 
accordance with sub-clauses (5), (6) and (7) of this Clause 2A, in respect of that part of the amount 
of such reduction which is paid by or for Canada to or upon the order of the Province.  

             (9)  If the tax on or measured by income imposed by the Province shall cease to be collected 
in whole or in part by Canada, such tax shall nevertheless be treated as if it were so collected for the 
purpose of determining the sum or sums to be paid to the Lessee under sub-clause (5), (6) or (7) of 
this Clause 2A.  

           (10)  The parties acknowledge that the Lessee is entering into the Power Contract on the basis 
that during the term of the Power Contract the methods now applicable for computing the income of 
the Lessee subject to taxes on or measured by income will not be materially changed, and agree that 
if the amount of such taxes should be materially increased or decreased by reason of any change in 
such method of computation, the parties will make adjustments to the sum or sums payable to the 
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Lessee pursuant to this Clause 2A, and/or such amendments to this Lease as may be appropriate to 
compensate for such increase or decrease:  Provided that notwithstanding anything to the contrary 
contained in Clause 9 of this Part IV, the said Clause 9 shall not apply to or in respect of any dispute 
arising under this sub-clause (10), and any such dispute shall not be subject to arbitration in the 
manner prescribed in the said Clause 9 or in any other manner whatsoever.  

           (11)  Notwithstanding any legislation to the contrary, the payments to the Lessee by the 
Government under this Clause 2A shall not be deemed to be income of the Lessee for the purposes 
of any tax on or measured by income imposed by the Province, and the Government undertakes that 
when so requested it will duly certify that payments so made have been paid or otherwise credited to 
the Lessee.  

           (12)  Notwithstanding any provision of The Revenue and Audit Act or any other statute or law 
of the Province, the Government undertakes to appoint a bank or trust company acceptable to the 
Lessee and to be paid by the Lessee to act as agent or trustee of the Government for the purpose of 
receiving from Canada that part of the taxes on or measured by the income of the Lessee which 
relate to the development, transmission and supply of hydro-electric power by the Lessee during the 
term of the Power Contract, which shall have been imposed by Canada and which are payable by 
Canada to the Province pursuant to the Public Utilities Income Tax Transfer Act , 14-15 Elizabeth II 
C. 43 (Statutes of Canada) or amendments thereto or enactments in substitution therefor; and the 
Government undertakes, in the manner it deems expedient, duly to notify Canada of such 
appointment and to request it to make such payments to such agent or trustee.  Such appointment, 
which shall be irrevocable, except with the written consent of the Lessee, shall be made by an 
instrument to which the Government, the Lessee and the bank or trust company thereby appointed 
shall be parties, and which shall set forth, inter alia , the powers, duties and obligations of the agent 
or trustee (including without limitation of the powers to receive the moneys payable by Canada to 
the Province as aforesaid, to hold or invest such moneys pending their disbursement and to disburse 
such moneys in the hands of the agent or trustee and any income earned thereon in such a manner as 
to give effect to this Clause 2A, taking into account, by appropriate set off or adjustment, payments 
in respect of taxes on or measured by the income of the Lessee which relate to the development, 
transmission and supply of hydro-electric power by the Lessee during the term of the Power 
Contract and which shall have been received directly by the Government from Canada or the Lessee) 
and shall provide for the appointment of a successor or successors to the agent or trustee in the event 
such office shall be vacated, all as to be provided in the instrument.  

           (13)  Notwithstanding any provision of this Clause 2A, should the Lessee, because of the 
operation of the collection arrangements between the Government and Canada, make payments on 
account of taxes imposed by the Province on or measured by the income of the Lessee which relate 
to the development, transmission and supply of hydro-electric power by the Lessee during the term 
of the Power Contract, at a rate in excess of that applicable hereunder, then the Government shall 
forthwith upon receipt by the Government from the Lessee of satisfactory evidence of any such 
payment having been made to Canada, refund or cause to be refunded such excess to the Lessee.  

1966-67 No84 Sch s2; 1969 No77 Sch s3; 1970 No62 Sch s2  

Approval of developments  

        3. (1) Before commencing any development utilizing the Upper Hamilton or any part thereof, or 
any major modifications or improvements of any such development then existing, the Lessee shall 
obtain the written consent of the Minister of Mines, Agriculture and Resources for the said Province 
and in every such case such consent shall be a condition precedent to such development or 
modification or improvement but the consent of the said Minister shall not be unreasonably 
withheld.  

             (2)  When the Lessee seeks the consent of the Minister of Mines, Agriculture and Resources 
in accordance with sub-clause (1) of this clause, it shall submit to the Minister in support of its 
application all information and data necessary to inform the Minister of the proposed development or 
major modifications or improvements, including without limiting the generality of the foregoing,  

             (a)  profiles and other preliminary drawings showing and describing the projected dams, 
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tunnels, canals, diversions and any and all other works, together with all relevant general plans;  

             (b)  general plans of the lands required for the purpose of flooding the same, whether for the 
purpose of storage reservoirs or for regulating the flow of any stream within the Upper 
Hamilton or otherwise;  

             (c)  particulars with regard to the capacity of the machinery and its actual or possible 
production; and  

             (d)  all other information and data that the Minister may request.  

             (3)  In respect of the Twin Falls Project, the Government hereby acknowledges to have 
received all necessary information and data referred to in sub-clause (2) of this clause and to have 
approved such development in all its aspects in accordance with sub-clause (1) of this clause.  

             (4)  The Lessee shall not be liable to pay any fee or charge in respect of any consent given 
under this Clause 3.  

1961 No51 Sch Part IV s3  

Default provisions  

        4. (1) If the Lessee, in the opinion of the Government, has failed to observe or perform any term 
or condition which under this Lease it is required to observe or perform and such failure continues 
for a period of sixty (60) days from the date that notice thereof in writing has been given by the 
Government to the Lessee, the Government may, notwithstanding any provisions herein with respect 
to arbitration, upon giving the Lessee not less than sixty (60) days notice, refer the matter of such 
non-observance or non-performance to the Supreme Court of Newfoundland or a judge thereof and 
if the Court or judge finds that the Lessee has failed to observe or perform any term or condition 
which it is required to perform or observe under the provisions hereof as notified to it by the 
Government, the Court or judge may  

             (a)  order performance by the Lessee of the terms of this Lease; or  

             (b)  order the payment of a sum by way of liquidated damages for the failure of the Lessee to 
perform said terms; or  

             (c)  make both of the orders referred to in paragraphs (a) and (b) of this sub-clause.  

             (2)  If any order is made under sub-clause (1) of this clause, and thereafter the non-
observance or non-performance on the part of the Lessee shall be continued, or the Lessee shall 
refuse or fail to comply satisfactorily with such order and the Court or judge shall deem that the 
remedies referred to in sub-clause (1) of this clause are inapplicable in respect of such non-
compliance, the Court or judge may  

             (a)  authorize any person immediately and without further proceedings to take possession of 
all works, lands and properties whether real or personal, owned or held by the Lessee 
within the power system of the Upper Hamilton Watershed and used or useful in respect 
to the undertaking, including books, statements, accounts, papers and records 
appertaining to such undertaking and to operate, manage and control the said undertaking, 
and to do all other things required to be done in the conducting or carrying on of the said 
undertaking, until  

                      (i)  a sufficient sum shall have been accumulated, exclusive of all operating expenses 
and all costs of taking possession, to liquidate the sums payable by the Lessee and 
interest thereon and the cost of any proceeding connected therewith, or  

                     (ii)  such other conditions are carried out as may, in the opinion of the Court or judge, 
have been required to satisfy the terms of this Lease; or  
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             (b)  order that upon a certain date not earlier than twelve months after the date of the order 
referred to in sub-clause (1) of this clause the lands, works and properties, whether real or 
personal, owned or held by the Lessee, and used or useful in respect of the power 
development shall be offered at execution sale.  

             (3)  If an execution sale is ordered under paragraph (b) of sub-clause (2) of this clause, the 
Government shall fix an upset price below which the properties may not be sold and the Government 
shall also prepare a stipulation relative to the rights to be acquired and obligations to be assumed by 
the successful bidder, and no one shall be permitted to bid at such sale who has not previously 
agreed in writing to sign and abide by the terms of such stipulation and who has not been accepted 
by the Government as a bidder.  

             (4)  If there is not a satisfactory buyer at the first execution sale, a second sale shall be held 
after a lapse of four months, under the same conditions as the first sale, except that the upset price of 
the sale shall not exceed the sum which represents the obligations of the Lessee to the Government 
as fixed by the Supreme Court of Newfoundland or a judge thereof and if no bids are received equal 
to or in excess of this sum from accepted bidders, this Lease shall be cancelled and determined and 
the Lessee shall forfeit all rights, and the works and undertaking shall become the property of the 
Government without any compensation to the Lessee.  

             (5)  A completed execution sale made in pursuance of sub-clause (3) or (4) of this clause 
shall ipso facto bring about the cancellation and determination of this Lease.  

             (6)  Any surplus arising out of a sale under sub-clause (3) or (4) of this clause, above the 
sum which in the opinion of the Court will satisfy the obligations of the Lessee, shall be repaid to the 
Lessee.  

             (7)  If at any date after an execution sale has been ordered under paragraph (b) of sub-clause 
(2) of this clause, and if for any reason, the procedure provided in sub-clauses (3) and (4) of this 
clause has not been completed, the Supreme Court of Newfoundland or a judge thereof may make 
any order with respect to taking over and operating the works and undertaking of the Lessee for the 
time being as it may deem equitable under the circumstances.  

1961 No51 Sch Part IV s4  

Exercise of reserved rights, compensation  

        5. Whenever any of the rights reserved under paragraphs (e) and (f) of Clause 1 of Part I is duly 
exercised and thereby the Lessee or any sublessee, licensee or permitee of the Lessee suffers loss by 
reason of the removal or obstruction of or damage to any of the improvements lawfully made by the 
Lessee or any sublessee, licensee or permitee of the Lessee on the Upper Hamilton Watershed, the 
Government shall pay or arrange for the payment to the party suffering such loss of reasonable 
compensation for the loss so suffered in respect of such improvements, and the compensation in 
respect of improvements shall, in default of agreement, be determined by arbitration in the manner 
prescribed by this Lease.  

1961 No51 Sch Part IV s5  

Definitions  

        6. The expressions "mine", "minerals" and "quarry materials" shall respectively have the 
meanings assigned to them by The Crown Lands (Mines and Quarries) Act, 1961 .  

1961 No51 Sch Part IV s6  
Rights under certain documents of title on determination of Lease  

        7. (1) For the purposes of this clause  
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             (a)  "document of title" means a sublease, licence or permit whereby the Lessee has granted 
any or all of the rights and liberties leased and demised to the Lessee by this Lease;  

             (b)  "Twinco" includes  

                      (i)  Twin Falls Power Corporation Limited,  

                     (ii)  the trustee for the holders of any Bonds issued by Twin Falls Power Corporation 
Limited, if that trustee has a mortgage, charge, lien or hypothecation of any of the 
rights and liberties derived by Twin Falls Power Corporation Limited under a 
document of title, or  

                    (iii)  any assignee or nominee of a trustee referred to in subparagraph (ii) of this 
paragraph (b).  

             (2)  If at any time after the execution and delivery of this Lease, the Lessee proposes to grant 
a document of title to Twin Falls Power Corporation Limited that is reasonably necessary for the 
development of the maximum economic capacity at the hydro-electric plant site of the Twin Falls 
Project the Government will, at the request of the Lessee and subject to sub-clause (3) of this clause, 
enter into, execute and deliver that document of title as an intervenor to the extent only of approving 
the terms of the document of title for the purposes of sub-clauses (4) and (5) of this clause and in 
order to give to Twinco a covenant enforceable at law which would enable Twinco to obtain an 
amended document of title under the circumstances and with the effect prescribed in sub-clauses (4) 
and (5) of this clause.  

             (3)  Upon entering into, executing and delivering a document of title pursuant to sub-clause 
(2) of this clause, the Government shall not be required to make any warranty as to the title of 
Twinco or to establish any privity of contract with the Lessee or Twinco or to undertake any other 
obligations to any or all of them, except the approval and the covenant referred to in sub-clause (2) 
of this clause, nor shall the Government by entering into, executing and delivering such document of 
title pursuant to that sub-clause be deemed to have made any such warranty, to have established any 
such privity of contract, or to have undertaken any such obligations, other than such approval and 
covenant.  

             (4)  If after the granting by the Lessee of any document of title to Twin Falls Power 
Corporation Limited which the Government has entered into, executed and delivered as an 
intervenor pursuant to and in accordance with sub-clause (2) of this clause, this Lease is cancelled 
and determined at any time by reason of the default of the Lessee, then notwithstanding such 
cancellation and determination, the rights of Twinco under that document of title shall in no way be 
impaired or affected thereby but shall subject to sub-clause (5) of this clause continue in full force 
and with the same effect as though such cancellation and determination had not taken place.  

             (5)  If this Lease is cancelled and determined at any time by reason of the default of the 
Lessee then every document of title which the Government has entered into, executed and delivered 
pursuant to and in accordance with sub-clause (2) of this clause shall be amended, without impairing 
or affecting the rights of Twinco thereunder, so as to provide that  

             (a)  the Government shall be substituted for the Lessee; and  

             (b)  all of the benefits of the Lessee theretofore accruing under that document of title shall 
thereafter accrue to the Government instead of to the Lessee,  

and such document of title shall be altered accordingly both in substance and in form.  

1961 No51 Sch Part IV s7; 1963 No2 s3  

Investigations and surveys  
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        8. The Lessee may enter upon, investigate and survey any unoccupied Crown lands for any 
purpose incidental to the development of a supply of electricity from the Upper Hamilton , but the 
Lessee shall be liable for all damages occasioned in the exercise of its rights pursuant to this clause 
by itself, its employees, agents and invitees.  

1961 No51 Sch Part IV s8  

Arbitration  

        9. (1) If any dispute arises under this Lease, the matter shall in default of agreement between 
the parties, be settled by arbitration at the request of either of such parties.  

             (2)  For any arbitration under this Lease, the Lessee and the Government or other party to 
any dispute shall each appoint one arbitrator, and if either party fails to appoint an arbitrator after 
seven (7) clear days' notice in writing has been given to it by the other requiring it so to do, then the 
party who has given such notice may apply to the Supreme Court of Newfoundland or a judge 
thereof, and such Court or judge, after due notice to the party in default shall appoint such arbitrator 
and the two arbitrators so appointed shall appoint a third arbitrator or umpire, and if they shall fail to 
appoint such third arbitrator or umpire after seven (7) clear days' notice in writing from either party 
so to do, the Supreme Court of Newfoundland or a judge thereof, shall on the application either of 
the Lessee or the Government or other party to the dispute, appoint such third arbitrator or umpire, 
and the three so appointed shall proceed to hear the parties on the matter in dispute and make their 
decision and award.  

             (3)  The award in any arbitration held under this Lease shall be made in writing and 
delivered promptly to the parties, and the decision and award of the arbitrators or any two of them 
shall be final and binding on the parties, except that either party may appeal therefrom to the 
Supreme Court of Newfoundland on questions of law only, by giving due notice of such appeal to 
the other party within one month following the receipt of the award.  

             (4)  Costs of the arbitration including reasonable compensation for the arbitrators shall be 
borne and paid equally by the parties or as the arbitrators may otherwise direct.  

             (5)  Notwithstanding anything to the contrary contained in Section 212 of The Judicature 
Act , chapter 114 of The Revised Statues of Newfoundland, 1952, Part VI of that Act, except Section 
212, shall subject to this Lease apply to any arbitration held under this clause to which the 
Government is a party.  

1961 No51 Sch Part IV s9  

Exchange of information  

      10. The Government will make available to the Lessee all information and particulars in its 
possession relating to the whereabouts of and previous investigations of the hydro power of 
Labrador (exclusive of information obtained by the Government from third parties on the terms that 
such information should be treated as confidential) and in particular the Government will make 
available all appropriate maps and surveys, and the Lessee will make available to the Government all 
surveys, data and information obtained and collected by it in relation to water power in Labrador 
which surveys, data and information shall be treated by the Government as confidential.  

1961 No51 Sch Part IV s10  

Certain delays not construed as non-performance  

      11. If the performance of any of the obligations of the Lessee set forth herein shall to any extent 
be prevented, restricted, delayed or interfered with by reason of  

             (a)  war, revolution, civil commotion, riot, acts of public enemies, blockade or embargo;  
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             (b)  any law, order, proclamation, regulation, ordinance, demand or requirement of any 
government or any subdivision, authority, agency or representative of any government; or 

             (c)  any other cause whatsoever, whether similar or dissimilar to those above enumerated, 
beyond the reasonable control of the Lessee,  

the Lessee shall, on prompt notice to the Government, be excused from the performance of such 
obligations to the extent of such prevention, restriction, delay or interference.  

1961 No51 Sch Part IV s11  

Governing law  

      12. This Lease shall be construed and interpreted in accordance with the laws of Newfoundland . 

1961 No51 Sch Part IV s12  

Notices  

      13. (1) Any notice requirement to be given under this Lease shall be sufficiently served on the 
Government if the notice is addressed to the Minister of Mines, Agriculture and Resources, 
Department of Mines, Agriculture and Resources, St. John's, Newfoundland, and delivered to that 
Minister personally or sent to him by registered mail, and on the Lessee if the notice is addressed to 
Churchill Falls (Labrador) Corporation Limited at its Head Office in the City of St. John's, in the 
Province of Newfoundland and delivered personally at or sent by registered post to such office and 
on Twin Falls Power Corporation Limited if the notice is addressed to it at its Head Office in the 
City of St. John's, in the Province of Newfoundland and delivered personally at or sent by registered 
post to such office.  

             (2)  Either of the parties to this Lease or Twin Falls Power Corporation Limited may at any 
time change its address for service, by notice in writing given to the others.  

1961 No51 Sch Part IV s13; 1966-67 No84 s2  

IN WITNESS WHEREOF His Honour the Lieutenant-Governor in Council has caused the 
Great Seal of the Province of Newfoundland to be affixed hereto and has signed this Lease and 
Churchill Falls ( Labrador ) Corporation Limited has caused this Lease to be duly executed on the 
__________ day of __________ 1961.  

BY HIS HONOUR'S COMMAND  

________________________
Minister of Provincial Affairs

CHURCHILL FALLS ( LABRADOR )
CORPORATION LIMITED

By ________________________
President

And ________________________
Secretary

1961 No51 Sch Ending; 1966-67 No84 s2  
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Appendix A  

Description  

All that part of Newfoundland Labrador bounded and described as follows:  Beginning at a point 
situate upon the height of land between Highland Lake in the Province of Quebec and Alta Lake in 
the Province of Newfoundland and being located south of Mile Post 150 of the Quebec North Shore 
and Labrador Railway, the said point being described as station seven, nine zero, six plus zero, nine 
point two of the chainage of the said Railway measured from tide water at Seven Islands in the 
Province of Quebec; thence running along the height of land between the Province of Quebec and 
the Province of Newfoundland in general westerly and northerly directions to a point on the said 
height of land near Lake Emerillon; thence continuing along the said height of land in general 
southerly, westerly and northerly directions to a point near the headwaters of Howells River; thence 
continuing along the said height of land in general southeasterly and northerly directions to a point 
near Northern Lake; thence continuing along the said height of land in a general southeasterly 
direction to a point on the said height of land near the headwaters of a river emptying into Juliett 
Lake in the Province of Quebec and the headwaters of a river emptying into Frazer Lake in the 
Province of Newfoundland; thence running along the crest of the watershed between the drainage of 
Frazer Lake and the river flowing out of Wilbrow Lake in a general southeasterly direction to a point 
near the outlet of the said Frazer Lake; thence running in a southerly direction along the crest of the 
watershed between the drainage of Kasheshibaw Lake, Vollant Lake and the drainage of Canairiktok 
River and the Naskaupi River to a point on the south shore of Orma Lake; thence running in a 
southeasterly direction along the crest of the watershed between Lake Fremont, Windbound Lake, 
Pike Lake and the waters flowing into Marie Lake and Mary Lake; thence continuing in a 
southwesterly direction along the crest of the watershed between rivers flowing into the southeast 
angle of Michikamau Lake and rivers flowing into Metchin River to a point on Hamilton River 
where the meridian 63 ° 40' west of Greenwich intersects the said Hamilton River, which point is 
approximately fourteen point eight (14.8) miles upstream from the confluence of Metchin River and 
Hamilton River; thence running in general westerly, southerly and southeasterly directions along the 
crest of the watershed between rivers flowing into Winokapau Lake and rivers flowing into 
Hamilton River, Unknown River, Ossokmanuan Lake, Atikonak River and Atikonak Lake to a point 
on the height of land between the Province of Quebec and the Province of Newfoundland north of 
Lac Long; thence continuing in a general southerly direction along the height of land between the 
Province of Quebec and the Province of Newfoundland to a point near Lac Bellanca; thence 
continuing in a general northwesterly direction along the said height of land to the point of 
beginning, the said area being delineated on the map shown in this Appendix; excepting from the 
above described area all the area below the 425 foot contour line or all the area that lies below 
elevation 425 in the Valleys of the Churchill River and its tributaries upstream of the intersection of 
the Churchill River with the Meridian of Longitude of 63 ° 40' West.  
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1961 No51 AppA; 1966-67 No84 Sch s3  
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Appendix B  

Description of Main Development Area  

Those parts of the watershed of the Upper Churchill River contained within the area reserved under 
the provisions of The Labrador Lands (Reservation) Act , chapter 176 of The Revised Statutes of 
Newfoundland, 1952, as amended, that lie east of the Quebec North Shore and Labrador Railway, 
which are described as follows:  

AREA 1  

All the area below the 1580 foot contour line or all the area that lies below elevation 1580 along 
Gabbro Lake , Ossokmanuan Lake , and all other lakes, rivers and tributaries connected therewith.  

AREA 2  

All the area below the 1560 foot contour line or all the area that lies below elevation 1560 along 
Lake Michikamau, Lake Michikamats, Adelaide Lake, Lake Agnes, Lake Windbound, Lake 
MacKenzie, Lake Fremont, Lake Orma, Lake Vollant, Lake Kasheshibaw, Sail Lake, Sandgrit Lake, 
Lobstick Lake, Overflow Lake, Timmins Lake, Shaw Lake, Birch Lake, Mackenzie River, 
Ashuanipi River, and all other lakes, rivers and tributaries connected therewith.  

AREA 3  

All the area below the 1490 foot contour line or all the area that lies below elevation 1490 along 
Lake Jacopie, Lake Flour and all other lakes, rivers and tributaries connected therewith and all the 
area below the 1480 foot contour line or all the area that lies below elevation 1480 along Lake 
Lookout, Lake Humbug, Lake Sona, Lake White Fish, and all other lakes, rivers and tributaries 
connected therewith, and all the area below the 1460 foot contour or all the area that lies below 
elevation 1460 along Portage River, commonly known as North River, downstream from a point 
which is approximately five miles measured northerly along the said Portage River from the 
intersection of the said river with the Churchill River, to a point which is approximately two miles 
upstream from the said intersection.  

AREA 4  

All the area below the 1505 foot contour line or all the area that lies below elevation 1505 along the 
Unknown River and all other rivers, tributaries and lakes connected therewith upstream of Scott 
Falls, and all the area along the Unknown River below elevation varying approximately uniformly 
along the hydraulic gradient of the said river from 1505 at the southernmost limit of the Unknown 
River to 1570 at the outlet of Ossokmanuan Lake.  

AREA 5  

All the area below the 1205 foot contour line or all the area that lies below elevation 1205 along the 
Unknown River and all other rivers, tributaries and lakes connected therewith upstream of the 
confluence of the Unknown River with the Churchill River.  

AREA "A"  

All that area bounded on the south by the Churchill River, and on the north by the southern boundary 
of Area 3, above mentioned and its extension easterly to the nearest point on the crest of the 
watershed described in Appendix "A" and on the east by the crest of the said watershed and on the 
west by Churchill River and Jacopie Lake, excepting therefrom all that area lying below the 425 foot 
contour line and being on the north side of the Churchill River.  
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All elevations in respect to Areas 1 and 2 are referred to a benchmark 63-C-14 established by the 
Department of Mines and Technical Surveys of the Federal Government in 1963 adjacent to the 
Churchill Falls Road near Atikonak River, which benchmark is 1613.497 feet above mean sea level; 
all elevations for Areas 3, 4 and 5 are referred to a benchmark 63-C-23 established by the 
Department of Mines and Technical Surveys of the Federal Government in 1963 on the foundations 
of a cableway adjacent to the bridge over the Churchill River at Churchill Falls, which benchmark is 
1344.647 feet above sea level, the said Areas and Area "A" being delineated on the map shown in 
this Appendix.  The said elevations are "best considered mean sea level values - December 1966" as 
reconciled by the Department of Energy, Mines and Resources of the Federal Government and 
reflect correction of the order of 15 feet, applied by the Department of Energy, Mines and Resources 
of the Federal Government to benchmarks established in 1947 by barometric observations by the 
Department of Mines and Resources of the Federal Government and to benchmarks established by 
the Shawinigan Engineering Company Limited in 1954-1955.  

  

1969 No77 Sch s4  

©Earl G. Tucker, Queen's Printer  
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One of The World's Great Natural Resources

hurchil Falls remained shrouded in mystery and native legend until 1839 when
John McLean, on an expedition for the Hudson Bay Company, became the first

recorded white man to visit the mighty falls.

A.P. Low, on an 1894 expedition for the Geological Survey of Canada, reported

the availabifity of "several millions of horsepower", identifying the potential of

Churchill Fails as a source of useable energy

In the 1960s work commenced on the development of the hydro potential of the

central Labrador plateau, one of the world's great natural resources.

This brochure describes the main features of the Churchifi Falls hydro

development, the infrastructure required to support it in the remoteness of the

central Labrador wilderness, and the principal aspects of its operation. The

heart of the project is the 5,428,500 KW underground power station, one of the

largest in the world.

But Churchill Falls is more than a hydro development, it is a community of

approximately 850 people who have made their home in this wilderness area.

The challenge of developing this project was not so much about developing

complex technology as it was about scale and planning. The construction team

met this challenge and completed the project on schedule and within budget, in

spite of the harsh climate and remote location.

The development of the Churchill Falls power project was a great engineering

achievement and it continues to be one of Canada's great success stories.
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A Brief History

he Churchill River had been recognized since 1894 as a potentially huge
source of hydro-electric power. The inhospitable terrain, severe climatic

conditions, and geographic remoteness, were further complicated by long

distance transmission requirements and lack of markets for such a large block

of power.

The first geological survey of the area was conducted in 1894 but economic

development of Labrador did not take place until the discovery of large iron

ore deposits in western Labrador and northeastern Quebec. The construction of

the Quebec North Shore and Labrador Railway was completed in 1954. By 1962

further field surveys, power studies and basic planning, proved the feasibility

of development of Churchifi Falls as a power source.

The significant advantages of Churchifi Falls as a potential hydro-electric power

site would enable the disadvantages of the area to be overcome. Precipitation

and run-off patterns were forecasted to be dependable and extensive storage of

water on the elevated plateau was readily achievable. The river's natural drop

of over 300 meters (1000 feet) in less than 32 km (20 miles) was perhaps its

most significant feature, with respect to hydro power development.

A great many people shared a vision that Churchill Falls would not only

provide a world class source of hydro-electricit but the opportunity to bring

other economic development activity to Newfoundland and Labrador.

In response to the province's desire to see its largely untapped water and

mineral resources developed, a group of banking and industrial firms

established the British Newfoundland Corporation Limited (Brinco) in 1953.

Brinco was granted exclusive mineral and water rights for a 20 year period

over more than 129,450 square kilometres (50,000 square miles) in both

Newfoundland and Labrador, including the right to develop the river systems

in both areas. Under the terms of its agreement with the province, Brinco

undertook to carry out extensive exploration within Newfoundland. To carry

out its commitment at Churchifi Falls, the Churchill Falls (Labrador)

Corporation Limited was established in 1961 and granted a 99 year lease

authorizing development of the upper Churchill River watershed.

The Twin Falls hydro plant on the Unknown River, a tributary of the Churchill

River, was constructed in the early 1960 s. This facility, with a capacity of

225 mw, supplied the power requirements for the iron mining industries in

western Labrador.

4



Twin Falls power was essential to the development at Churchill Fails. It helped

open up the area and supplied the power required during the construction

phase of the projet. In the planning however, it became apparent that greater

efficiency in the production of electricity could be achieved by diverting the

flow of water from the Ossokmanuan Reservoir into the Smallwood Reservoir.

Utilizing this water at the Churchill Falls plant enabled approximately three

times as much electricity to be produced from the same volume of water. In

July, 1974 the Twin Falls plant was closed and the water diverted into the

Smallwood Reservoir.

The development of 735 kv transmission lines permitted

power to be moved over long distances. Negotiations for the sale of the power

started in 1963 and continued until 1966 when a letter of intent with

Hydro-Quebec provided the market and removed a significant barrier to

development of the project. A further three years of negotiations were required

to finalize the power contract and financial agreements concluding in 1969.

Many years of planning, five years of non-stop field work by approximately

6,300 workers and 946 million dollars of construction costs culminated at 5:17

pm on December 6, 1971 when the first two generating units began delivering

power to Hydro-Quebec, five months and three weeks ahead of schedule.

S



A Project Management

significant feature of the Churchifi Falls development was the retention of

project management functions by the owner, Churchifi Falls (Labrador)

Corporation Ltd. (CF(L)Co), a separate and autonomous company set up by

Brinco to deal with all aspects of engineering, construction, public and

government realtions.

The Aaes Canadian Bechtel (ACB) consortium acted as agents for CF(L)Co,

charged with responsibility for engineering and construction management. The

construction organization in the field had ultimate responsibility for contract

administration, inspection and construction coordination.

All work on the project was carried out by contractors. More than 180

construction and services contracts were awarded, ranging widely in value, but

with a maximum of $75 million for a single contract.

Owner supplied transportation and catering services removed an item of

uncertainty from bids. The controls established by ACB/CF(L)Co ensured that

materials were shipped according to priority and delays were not experienced.

During construction, a total of 663,000 tonnes (730,000 tons) of material,

equipment and fuel were moved to the site.

Schedule and financial control was exercised by monitoring progress

continuously, enabling early warning of significant variations and allowing time

for remedial action where required.

CF(L)Co took over operation of permanent facilities as they were completed,

including the townsite and airport. A uniformly high standard of

accommodations and mess facilities were provided by CF(L)Co for a work

force which peaked at 6,300 workers.

I
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hurchifi Falls(Labrador) Corporation Limited became a subsidiary of the

and Labrador Hydro-Electric Corporation, when the

of Newfoundland and Labrador purchased 65.8% of the issued

share capital of CF(L)Co from Brinco in 1974. The remaining share capital is

held by Hydro Quebec.

The Hydro Group today indudes: Newfoundland and Labrador Hydro-Electric

Corporation, Churchill Falls (Labrador) Corporation Limited, Twin Falls Power

Corporation Limited, Lower Churchill Development Corporation Limited, and

Gull Island Power Company Limited.

The Mission of the Hydro Group of Companies is to provide electrical power and

energy, on behalf of the people of the province, at the lowest cost consistent with reliable

service, due consideration for the environment and the safety of our employees and the

customers which we serve.

The Hydro Group of Companies is committed to the maintenance of a

corporate organization and managerial structure which operates effectively and

efficiently and earns recognition for corporate leadership, productivity financial

responsibility and integrity

Each of our employees contributes to achieving our mission. We seek to attract,

retain and promote high quality employees in order to ensure maximum

productivity and efficiency by rewarding performance through competitive

compensation and benefit programs, comprehensive management training and

nondiscriminatory opportunities for career development.
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The Community

eginning in 1967 and continuing throughout the construction years, the
unity of Churchill Falls consisted of rows of trailers and metal buildings

designed to meet the needs of approximately 3000 construction workers. As the

families of construction workers arrived, additional amenities such as schools

and recreational facilities were required. By 1969 permanent houses were

nearing completion and a permanent community was in the making.

Considerable effort went into making the community of Churchill Falls one of

the most advanced and comfortable of its kind. The community revolves

around a unique town centre complex, the Donald Gordon Centre. The centre

houses a school, hotel, theatre, library, bank, beauty salon, post office,

recreational and commercial facilities, all under one roof.

Residents enjoy modern living accommodations and recreational facilities. An

indoor swimming pool, arena, bowling alley, gymnasium, ski-hill, cross-country

ski trails, playground, ball diamond and community centre provide facilities for

many hours of active living.

Other facilities include an interdenominational church, a privately run school

system, hospital, fire department, and a police detachment.



The community is linked through the Newfoundland Telephone Company to

the continental telephone system. The Canadian Broadcasting Corporation

provides television and radio programming in both English and French.

Additional programming is provided by private sources and a community

owned cable system.

Churchifi Falls is serviced by regularly scheduled commercial airlines. The

airstrip is 8 km (5 miles) from the community and is 1676 m (5500 feet) in

length, capable of handling jet aircraft service.

The total population of Churchill Falls is approximately 850 people, some 240

families, providing the work force to operate one of Canada's largest hydro

electric plants.
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Care for the Environment

rom the early phases of construction, the Churchill Falls (Labrador) Corporation
ited carried out its work with an awareness of its responsibility to minimize

environmental disturbance and has endeavored to keep pace with changing

environmental legislation and standards.

The Churchill Fails project was one of the first large scale users of PCB

equipment to undertake a program to remove this equipment from service. This

was done in advance of a national recommendation by the Canadian Council of

Ministers of the Environment that such action be taken.

Various studies have been undertaken to investigate biological issues, such as:

changes in local fish populations caused by reservoir structures and the effects

of flooding on the shoreline and vegetation. These studies were carried out in

conjunction with federal and provincial government agencies.

Care for the environment is an operational responsibility which is taken very

seriously by CF(L)Co and finding a healthy balance between the needs of the

operation and the constraints of the environment is one of its objectives.

I
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Temperature Average Annual -4° C (25° F)
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2 Operations

hurchill Falls is a modern power installation utilizing mechanical, electrical and

communications systems and civil structures designed and maintained

according to modern techniques and standards. The 265 staff members are

trained appropriately to operate and maintain the reservoir dykes and

spifiways, the power plant and switchyard, the transmission lines, the network

of roads, and townsite housing and service facilities.

The variety of work requirements demands that staff are equally versatile in

their duties and knowledge. A communications technician, for example, will

work on troposcatter and point to point microwave systems, UHF and VHF

systems, satellite ground stations and numerous other smaller systems.

while outsicte contractors ana specialists are used, the secunty ot the operation

and the well-being of the community demands that adequate staff are available

to trouble shoot and repair every aspect of the operation.

The operating staff is comprised of engineers, supervisors, technicians and

technologists, electricians, mechanics, welders, linespersons, station operators,

heavy equipment operators, helicopter pilots, carpenters, fire and security

officers, painters, utility workers and janitors. Providing services also requires

accountants, clerical staff, warehouse workers, retail clerks, personnel and

industrial relations staff, teachers, and medical staff.

The majority of staff are hired within the province and there is close

cooperation between CF(L)Co and the post-secondary school system. An active

apprenticeship and training program enables staff to achieve the skill levels

required to maintain and operate the sophisticated plant equipment and other

facilities.

Loss control is part of the philosophy that guides CF(L)Co and contributes

significantly to the stability and well being of the company and its employees.

The prevention and control of occupational injury and illness, property

damage, security breaches and pollution are integrated into every facet of

management and operations. Specific committees and training programs have

been established for every major area of concern.

During the periqd 1975 to 1991 (indusive) CF(L)Co produced a total of 595

billion kilowatt hours of electricity representing an average annual production

of 35 billion kilowatt hours. This represents the energy equivalent of 58 million

barrels of bunker (sea) oil annually (or 158 thousand barrels of oil per day) at a

conventional steam electric generating station.
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SUBLEASE

HAMILTON FALLS POWER CORPORATION LIMITED,

AND

TWIN FALLS POWER CORPORATION LIMITED,

HIS HONOUR THE HONOUBABLE CA.MPBELL MACPHERSON,
OFFICER OF THE MOST EXCELLENT ORDER OP THE
BRITISH EMPIRE, LIEUTENANT GOVERNOR OF THE
PROVINCE OF NEWFOUNDLAND IN COUNCIL,

as iervmwr,

DAT2D AS OF NovBMau 15, 1961



SUBLEASE ENTERED INTO THIS 15TH DAY OF
NOVEMBER, 1961.

BrrwnN:

HAMILTON FALLS Pownt Cciiolt3kTiorc
LIMITED, a company duly incorporated
under the laws of Canada and having its
head office in the City of St. John’s, in the

Seafl Province of Newfoundland hereinafter
called the "Sublessor" which expression
shall, unless the context otherwise re
quires, include the successors and assigns
of the Sublessor,

PARTY OP THE FIRST PART,
-AND-

CAMPBELL MAcpansow TWIN FALLS POWER CORPORATION Lni
Lieut. Governor ITED, a company duly incorporated under

the laws of Canada and having its head
LEsLIE R. CURTIS office in the City of St. John’s, in the
H. M. Attorney General Province of Newfoundland hereinafter

called the "Sublessee" which expression
shall, unless the context otherwise re
quires and subject to the provisions of
this Sublease, include the successors and
assigns of the Sublessee,

PARTY OF THE SECOND PART.

WHERZA5 under and by virtue of the powers conferred by the
Hamilton Falls Power Corporation Limited Lease Act, 1961, the
Act No. 51 of 1961, of the Province of Newfoundland, there was
executed on the 16th day of May 1961 a Statutory Lease hereinafter
called the "Water Power Lease" between His Honour the Honourable
Campbell Macpherson, Officer of the Most Excellent Order of the



British Empire, Lieutenant-Governor of the Province of Newfoundland
in Council hereinafter sometimes called the "Government" which
expression shall, unless the context otherwise requires, mean the Gov
ernment for the time being of the said Province and the Sublessor in
the terms set forth in the Schedule to the said Act;;and

WHEREAS the Sublessor desires to sublease to the Sublessee cer
tain of the rights and liberties leased to it under the Water Power Lease,
the whole. as herein more fully set forth.

Now THEREFORE THIS SuBLz4ss WITNESSnH:

PART I

RIGHTs AND LIBERTIES SUBLEASED AND RESERVATIONS 1…IADE

1. In pursuance of the Water Power Lease and for and in con
sideration of the undertakings of the Sublessee hereinafter set forth
and subject to the terms, conditions, reservations, exceptions and pro
visions contained or referred to in this Sublease, the Sublessor hereby
subleases and subdemises unto the Sublessee full right and liberty to use
all that portion of the waters within the Unknown River Watershed as
hereinafter described in respect of which rights and liberties are leased
under the Water Power Lease therein referred to as the "Upper Hamil
ton" which the Sublessee may require to produce hydro-electric power
at the site of the hydro-electric power development which is now under
construction by the Sublessee at the upper end of a dry gorge known
as Bonnell Creek which runs parallel to the Unknown River, a tributary
of the Hamilton River, which site is located approximately 10 miles
to the southwest of Hamilton Falls in the Province of Newfoundland,
Canada, and is hereinafter called the "Site". The aforesaid hydro
electric power development now under construction hereinafter called
the "Twin Falls Project" comprises a hydroelectric plant having an
initial generating capacity of approximately 120,000 horsepower to
gether with the appropriate related facilities, including high voltage
transmission lines to, and a step-down station near, Wabush Lake.
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The maximum amount of hydro-electric power which the Sublessee may
develop with the said waters at the Site by the construction of hydro
electric installations, diversions, storage reservoirs and all other facili
ties which the Sublessee may deem necessary is 300,000 horsepower.

The total area of catchment of the waters irrrespect of which rights
and liberties are hereby subleased and subdemised herein called the
"Unknown River Watershed" is described in Appendix A to this
Sublease and delineated on the map shown in that Appendix and
Appendix A is hereby declared to be part and parcel of this Sublease,
subject to alteration and correction of description by a supplementary
Sublease when a final survey of the said area is available, and the
waters in respect of which rights and liberties are subleased and sub-
demised by this Sublease are hereinafter called the "tJnknown";

To BOLD the same unto the Sublessee for the full term of twenty-
eight 28 years and one and one-half 1% months from the fifteenth
15th day of November, 1961, YIELDING AND PAYING therefor the
royalty to be calculated and paid in the manner prescribed by this Sub
lease Tocrrnn WITH the rights described in clause 2 of this Part 1 and
the full right and liberty as conferred on the Sublessor under Clause 1
of Part I of the Water Power Lease to flood during the term created
by this Sublease and any renewal hereof all those areas of the Unknown
River Watershed described in Appendix B to this Sublease and de
lineated on the map shown in that Appendix to the levels indicated on
the said map and the said Appendix B is hereby declared to be part and
parcel of this Sublease, subject to alteration and correction of such de
scription and delineation by a supplementary Sublease when a final sur
vey of said areas is available, and those areas of the Unknown River
Watershed described and delineated in the said Appendix B are here
inafter called the "Twin Falls Development Area", subject to the Ex
CEPTIONS AND RESERVATIONS as set forth in paragraphs c to i in
clusive of Clause 1 of Part I of the Water Power Lease.

2. Subject to the provisions, terms, conditions, exceptions and
reservations of the Water Power Lease and this Sublease, the sub
lease and subdemise of the Unknown created herein includes the
grant to the Sublessee during the term created by this Sublease of
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a the exclusive right to harness and make use of the Unknown
to produce hydro-electric power at the Site;

b all hydro-electric power rights in, to and in respect of the
Unknown required to producØhjtdro-tlettric pOwer--at the
Site;

c the exclusive right to utilize the Unknown in all dams, tim
nels, canals, diversions, power houses and any and all other
works wheresoever located, necessary for the development
of hydro-electric power to be produced at the Site;

d the right without interference by any works of the Sublessor
to store so much of the Unknown as may be economic or
beneficial for the purposes of the development by the Sub-
lessee of up to 300,000 horsepower to be produced at the
Site, to utilize for the said purposes the waters so stored and
to regulate the flow of the Unknown, subject to the condi
tion that in so doing unless all of the hereinafter-mentioned
proprietors consent thereto the Sublessee shall not interfere
to the detriment of proprietors of water power rights down
stream of the point where the said Bonnell Creek joins the
Unknown River excluding with respect to the Twin Falls
Project the Sublessor and any party to which water power
rights may be granted by it and excluding with respect to
any development of the Sublessee in addition to the Twin
Falls Project the Sublessor and any such party as long as
the Sublessor effectively controls the operations of the Sub-
lessee with the minimum daily mean unregulated flow of
the Unknown occurring prior to the establishment of the
Twin Falls Project, the whole under reserve of the Sub-
lessor’s right, for its own purposes, to divert and store the
Unknown, to utilize for the said purposes the water so stored,
and to regulate the flow thereof so long as it does not inter
fere with the exercise of the rights ranted to the Sub-
lessee by this Sublease
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e the right, as more extensively conferred on the Sublessor by
paragraph eof Clause 2 of Part I of the Water Power
Lease,to trajismit throughout the Province of Newfound
land any hydro-electric power generated at the Site or deliv
ered by the Sublessor to the Sublessee pursuant to clause S
of Part IV hereof, and to export from: the said Province
any of such power; provided that, upon request of the Gov
eminent, consumers of electricity in the said Province shall
be given priorit where it is feasible and economic to do so;
and

f the right, as conferred by Paragraph f of Clause 2 of
Part I of the Water Power Lease and subject to the conditions
of that Paragraph. to flood or otherwise impair the land
comprised in any grant. lease, licence or other assurance of
unoccupied Crown lands located in the Twin Falls Develop
ment Area or of any rights therein or thereunder made after
the date of execution and delivery ofthe Water Power Lease.
without paying any compensation. fine or other indemnity in
respect of the loss or damage suffered by the grantee, lessee,
licencee or other holder of rights in the land.

PART II

SuBtEssEs’s COVENANTS

The Sublessee hereby covenants with the Sublessor as follows:

1. CONsIDERATION

1 The Sublessee shall, during the term created by this Sub
lease, pay to the Sublessor or its nominee a royalty to be determined
and paid in the manner and at the times prescribed by this clause 1.
2 The rate of royalty applicable to the supply of electricity from

the Unknown produced at the Site, shall be determined as stipulated in
subparagraph 2 of Clause 1 of Part II of the Water Power Lease
which provides as follows: "The Government shall determine the
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rate of royalty, applicable to each development or stage thereof, for
the supply of electricity from the Upper Hamilton: Provided that the
rate so determined shall not exceed the maximum rate of 50 cents
Canadian per horsepower year generated and sent out of the station
and for the purpose of this clause 6535 kilowatt hours shall constitute
one horsepower year." The Sublessor shall jive"vthtS notice toT ‘th
Sublessee of the rate so determined.

3 Daring the term created by this Sublease the Sublessee shall,
on or before every 20th day of February occurring after the delivery
of electricity produàed at the Site from any installation utilizing the
whole or any part of the Unknown is commenced, submit to the Sub-
lessor all data required by it for determining the amount of the royalty
for the calendar year January 1 to December 31 or part thereof im
mediately preceding that 20th day of February and all such data shall
be certified by a responsible officer of the Sublessee and shall be treated
by the Sublessor as confidential information, subject to the Sublessor’s
obligation to submit the same to the Government.

4 The royalty calculated from the data submitted to the Sub-
lessor shall be paid by the Sublessee on or before the 23rd day of
March immediately following the end of each calendar year January
1 to December 31, or so soon thereafter as the Sublessee shall have
received written notice of the rate as provided in subparagraph 2 of
this clause 1.

2. INSPECTION

The Sublessor and the Government by their respective servants
and agents may at all reasonable times during the term of this Sub
lease enter upon the Unknown and examine the condition thereof.

3. DUE DILIGENCE

The Sublessee will proceed with due diligence with the develop
ment of a supply of electricity from the Twin Falls Project.
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4. NEWFOUNDLAND LABOUR AND MATERIALS

The Sublessee shall in the procuring of materials, equipment and
labour for any work undertaken by it or for its account under the
terms of this Sublease give preference, where it is feasible and economic
to do so, to material and equipment originating, manufactured qr. dis
tributed and serviced in the Province of Newfoundland and prior
opportunity to workmen whose usual place of residence is in the said
Province and shall use its best endeavours to give effect to this
provision.

5. FLOW GAUGING INFORMATION

When as and if the Sublessee undertakes recording information
concerning the characteristics of the Unknown, it will supply and fur
nish to the Sublessor upon request copies of such flow gauging infor
mation and data at least once each year.

6. OFmTING PaAcnczs
The Sublessee shall at all times including any period of suspen

sion as provided in clause 8 of Part IV keep and maintain in good
working order all structures, works and plant erected from time to
time for the development and utilization of the Unknown at the Site
and it shall attend to all necessary repairs in order to secure the normal
and satisfactory working of all such structures, works and plant, and
it shall at all reasonable times permit the Sublessor by its servants
and agents to inspect all such structures, works and plant.

7. Hoz.n HARMLESS

The Sublessee hereby undertakes and agrees to indemnify and
hold harmless the Sublessor from and against any and all liability to
any third parties for injuries to persons or damages to property that
may result from the Sublessee’s exercise or improper exercise of any
of the rights and liberties hereby subleased and subdernised, or from
failure of the Sublessee to carry out any of its covenants under this
Sublease.
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PART III

SUBLESSOR’S COVENANTS

The Sublessor hereby covenants vit1r thern -Sublessee as follows:

1. QUIET ENJOYMENT

1 The Sublessee paying the royalty provided for in this Sub
lease and observing, performing and fulfilling the several provisions.
covenants. terms and conditions herein contained and on the part of
the Sublessee to be paid, observed, performed and fulfilled shall peace
ably hold and enjoy the rights and liberties hereby subleased and sub-
demised during the said term without any interruption or interference
by the Sublessor or any other person whomsoever rightfully claiming
under or in trust for it.

2 Except as provided in clause S of Part IV, the Sublessor shall
not interfere with the enjoyment by the Sublessee of the rights and
liberties which by the Act No. 51 of 1961 of the Province of New
foundland and the Water Power Lease are conferred on sublessees and
specifically on Twin Falls Power Corporation Limited.

2. RENEWAL

Subject to the provisions of this Sublease, the Sublessor will, on
the written request of the Sublessee made before the expiration of the
term hereby created if there shall not at the time of such request be any
existing breach of the covenants, terms and conditions of this Sub
lease on the part of the Sublessee. grant to it a further sublease of the
rights and liberties subleased and subdemised by this Sublease for the
further term of 25 years subject to possible earlier termination as
hereinafter provided from the expiration of the term created by this
Sublease subject to payment of the same royalty and containing like
covenants and conditions as are herein contained except the covenant
for renewal:
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Provided, however, that the Sublessee shall not be entitled to the.
grant of such further sublease unless at the time of such grant either.
Iron Ore Company of Canada or its permitted assignee or assignees or
Wabush Iron Co. Limited or its permitted assignee or assignees con
tinue to be obligated to purchase an aggregate bfaileasr5O,000h6rse-
power from the Sublessee on a horsepower per year basis and provided
further that such further sublease shall be subject to termination when
ever the foregoing purchasers of power are no longer so obligated.

3. Noncr OF GOVZRNMZNT GRANTS

Should the Sublessor receive notice under the provisions of ClausE
6 of Part III of the Water Power Lease with respect to the granting.
or leasing of minerals or of land anywhere in the Unknown River
Watershed, it will immediately transmit to the Sublessee a copy of such
notice and if the Sublessee objects to such granting or leasing and de
sires that its objections be submitted to the Government, then, the Sub-
lessor agrees to submit them to the Government on the Sublessee’s
behalf.

4. AcQuisiTioN or LAZW

On written request of the Sublessee, the Sublessor shall apply,
under Cause 7 of Part III of the Water Power Lease, to the Govern
ment for the grant of a lease or licence of such Crown lands not then
irrevocably granted. leased or otherwise alienated to any third party
as may be reasonably necessary in connection with or incidental to any
aspect of the development and transmission of hydro-electric power
from the Unknown.

On written request of the Sublessee, indicating the mode of ac
quisition proposed by the Sublessee, the Sublessor shall apply under
Clause 8 of Part III of the Water Power Lease to the Government for
the acquisition by the Government and the transfer to the Sublessor of
the private lands or any rights therein or thereover reasonably necessary
for or in connection with or incidental to any aspect of the development
and transmission of hydro-electric power from the Unknown, such ap
plication to be made in order that the Government may acquire such lands



10

or rights by purchase, expropriation under The Expropriation Act,
1957 as now or hereafter amended or otherwise the mode of ac
quisition to be determined by mutual agreement between the Government
and the Sublessor and transfer to the Sublessor at its cost the title
and possession thereof as provided iii-the.said- Clause

Upon such grant or transfer, as the case may be, being made to
the Sublessor, the Sublessor shall, subject to the consent of the Govern
ment if required, assign, lease, sublease or sublicense such land or rights
at cost to the Sublessee for a term ending on December 31, 2014, and
upon the Sublessee assuming all obligations attached to such grant or
transfer.

5. LEGISLATION TO PR0TEa SuBLEssis IMPROVEMENTS

On written request of the Sublessee, the Sublessor shall use its
best endeavours pursuant to the provisions of Clause 9 of Part III of the
Water Power Lease to secure legislation including regulations reason
ably necessary to protect the improvements made in the Unknown River
Watershed by the Sublessee or any permitted sublessee, licencee or per
mittee of the Sublessee from damage by any person exercising any of
the rights reserved under paragraphs g, h and i of Cause 1 of
Part 1 of the Water Power Lease, but all such legislation shall be con
sistent with the lawful exercise of such reserved rights.

6. HOLD HARMLESS

The Sublessor hereby undertakes and agrees to indemnify and
hold harmless the Sublessee from and against any and all liability to
any third parties for injuries to persons or damages to property that
may result from the Sublessor’s exercise or improper exercise of any
of its rights reserved under paragraph d of clause 2 of Part I or any
of its rights under or from failure on its part to carry out any of its
covennnts under clause 8 of Part IV.
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PART IV

MUTUAL COVENANTS

It is mutually agreed by and between the parties to this Sublease
as follows: ... -

1. No ASSIGNMENT WITHOUT CONSENT

1 Subject to this clause 1, the rights and liberties hereby sub-
demised or any of them may not be assigned, leased, licensed, mortgaged
or otherwise howsoever alienated by Twin Falls Power Corporation -

Limited, without the prior written consent of Hamilton Falls Power -

Corporation Limited, which consent shall not unreasonably be with
held.

2 Subject to this clause 1, the Sublessee may not license or permit -

any company or body, whether associated with it or not, to utilize any
of the rights and privileges granted hereunder or sublet or otherwise
dispose of any of the said rights and privileges to any such company or
body, without the prior written consent of Hamilton Falls Power Cor
poration Limited, which consent shall not be unreasonably withheld.

3 This clause 1 shall not be deemed to apply to a permit for a
period not exceeding one year issued by the Sublessee.
4 Forthwith, upon the execution of any assignment, sublease,

licence or permit or of any assignment of any such assignment. sub
lease, licence or permit, the Sublessee shall furnish to the Sublessor
two certified copies thereof together with the name and address of the
assignee, sublessee, licence or permittee.
5 The Sublessee shall not be liable to pay any fee or charge in

respect of any consent given under this clause 1.

2. APPROVAL OF DEVELOPMENTS

The Sublessee shall comply with the provisions of Clause 3 of
Part IV of the Water Power Lease in respect of any development of
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the Unknown at the Site or any major modification or improvement
of any such development by a providing the Sublessor with the infor
mation and data necessary for the Sublessor to prepare its application
for the written consent of the Minister of Mines, Agriculture and
Resources for the Province of Newfoundland and on receipt of such
information and data the Sublessor shall use its best endeavours to
obtain the written consent of the Minister of Mines, Agriculture and
Resources to such development or modification or improvement; and
b not commencing such development or modification or improvement
until such written consent has been obtained.

In respect of the Twin Falls Project, it is agreed that the Govern
ment has acknowledged receipt of all necessary information and data
and has approved the development of the Twin Falls Project in all its
aspects in accordance with the provisions of the preceding paragraph.

The Sublessee shall not be liable to pay any fee or charge in respect
of any consent given under this clause 2.

3. DEFAULT PRovisioNs

1 If the Sublessee, in the opinion of the Sublessor, has failed to
observe or perform any term or condition which under this Sublease it
is required to observe or perform and such failure continues for a period
of sixty 60 days from the date that notice thereof in writing has
been given by the Sublessor to the Sublessee, the Sublessor may, upon
giving the Sublessee not less than sixty 60 days notice, apply
to the Supreme Court of Newfoundland for a decision as to such
alleged non-observance or non-performance and if the Court finds that
the Sublessee has failed to observe or perform any condition which it is
required to perform or observe under the provisions hereof as notified
to it by the Sublessor, the parties hereto agree that the said Court shall
be empowered, upon application to the Sublessor, to render a judgment
a ordering perfonnanee by the Sublessee of the terms of this Sub
lease, or b ordering payment of a sum by way of liquidated damages
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for failure of the Sublessee to perform said terms, or c ordering both
performance and damages.

2 If a judgment is rendered under subclause 1 of this clause
3, and thereafter the non-observance or, non-perforwance oxhe part of
the Sublessee shall be continued, or the Sublessee shall refuse or fail to
comply satisfactorily with such judgment and the Court shall deem
that the remedies referred to in subclause 1 of this clause 3 are inappli
cable in respect of such non-compliance, the Court may

a authorize any person immediately and without further pro
ceedings to take possession of all works, lands and properties
whether real or personal, owned or held by the Sublessee
within the power system of the Unknown River Watershed
and used or useful in respect of the undertaking, including
books, statements, accounts, papers and records appertaining
to such undertaking and to operate, manage and control the
said undertaking, and to do all other things required to be
done in the conducting or carrying on of the said undertak
ing, until

i a sufficient sum shall have been accumulated, exclusive
of all operating expenses and all costs of taking posses
sion, to liquidate the sunis payable by the Sublessee and
interest thereon and the cost of any proceeding con
nected therewith, or

ii such other conditions are carried out as may, in the
opinion of the Court, have been required to satisfy the
terms of this Sublease; or

b order that upon a certain date not earlier than twelve months
after the date of the judgment referred to in subclause 1 of
this clause 3 the lands, works and properties whether real or
personal, owned or held by the Sublessee, and used or use
ful in respect of the power development shall be offered at
execution sale.
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3 If an execution sale is ordered under paragraph b of
subclause 2 of this clause 3, the Sublessor shall fix an upset price
below which the properties may not be sold and the Sublessor shall
also prepare a stipulation relative to the rights to be acquired and obli
gations to be assumed by the successful bidder, and no one shall be
permitted to bid at such sale who has not previously agreed in writing
to sign and abide by the terms of such stipulation and who has not
been acepted by the Sublessor as a bidder.

4 If there is not a satisfactory buyer at the first execution
sale, a second sale shall be held after a lapse of four months, under
the same conditions as the first sale, except that the upset price of the
sale shall not exceed the sum which represents the obligations of the
Sublessee to the Sublessor as fixed by the Supreme Court of New
foundland and if no bids are received equal to or in excess of this sum
from accepted bidders, this Sublease shall be cancelled and determined
and the Sublessee shall forfeit all rights, and the works and undertaking
shall become the property of the Sublessor without any compensation
to the Sublessee.

5 A completed execution sale made in pursuance of subclause
3 or 4 of this clause 3 shall ipso facto bring about the cancellation
and determination of this Sublease.

6 Any surplus arising out of a sale under subclause 3 or
4 of this clause 3, above the sum which in the opinion of the Court
will satisfy the obligations of the Sublessee, shall be repaid to the
Sublessee.

7 If at any date after an execution sale has been ordered under
paragraph b of subclause 2 of this clause 3, and if for any reason,
the procedure provided in subclauses 3 and 4 of this clause 3 has
not been completed, the Supreme Court of Newfoundland may make
any order with respect to taking over and operating the works and
undertaking of the Sublessee for the time being as it may deem equitable
under the circumstances.
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4. EXERCISE OF RESERVED RIGHTS, COMPENSATION

Whenever any of the rights reserved under paragraphs e and
1 of Clause I of Part I of the ‘Water Power Lease is duly exercised
and thereby the Sublessee or any nermitted sublessee. licencee or per
mittee of the Sublessee suffers loss by reason of the removal or obstruc
tion of or damage to any of the improvements lawfully made by the
Sublessee or any such permitted sublessee, licensee or permittee of the
Sublessee on the Unknown River Watershed, the Sublessor will use
its best efforts to assist the party suffering such loss to obtain reason
able compensation from the Government pursuant to the provisions
of Clause 5 of Part IV of the Water Power Lease.

S. INVISTIGATIONS AND SURVEYS

The Sublessee in common with the Sublessor and others entitled
thereto may exercise the right conferred on the Sublessor by Clause 8 of
Part IV of theWater Power Lease to enter upon, investigate and survey
any unoccupied Crown Lands for any purpose incidental to the develop
ment of a supply of electricity from the Unknown, but the Sublessee
shall be liable for all damages occasioned in the exercise of its rights
pursuant to this clause 5 by itself, its employees, agents and invitees.

6. EXCHANGE OF INFORMATION

The Sublessor will make available to the Sublessee all information
and particulars in its possession, including that which the Sublessor
has obtained or may obtain from the Government, relating to the
whereabouts of and previous investigations of hydro-electric power
which the Sublessee is authorized to develop under the terms of this
Sublease, and in particular the Sublessor will make available all appro
priate maps and surveys, and the Sublessee will make available to the
Sublessor all surveys, data and information obtained and collected by
it in relation to the water power which it is authorized to develop by
the provisions of this Sublease, which surveys, data and information
shall be treated by the Sublessor as confidential except in so far as it
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may be required by the Water Power Lease to be disclosed by the
Sublessor to the Government.

7. CERTAIN DELAYS NOT CONSTRUED AS NON-PERFORMANcE

If the performance of any of tht obligations of the Sublessee set
forth herein shall to any extent be prevented, restricted, delayed or
interfered with by reason of

a war, revolution, civil commotion, riot, acts of public enemies,
blockade or embargo;

b any law, order, proclamation, regulation, ordinance, demand
or requirement of any government or any subdivision, au
thority, agency or representative of any Government; or

c any other cause whatsoever, whether similar or dissimilar to
those above enumerated, beyond the reasonable control of the
Sublessee,

the Sublessee shall, on prompt notice to the Sublessor, be excused from
the performance of such obligations to the extent of such prevention,
restriction, delay or interference.

8. SPECIAL RESERVATION

1 In order to enable the Sublessor to make more efficient use
of the Unknown, it is agreed that the Sublessor shall have the right to
suspend for the balance of the term of the Sublease unexpired at the
date of commencement of the suspension as well as the term of any
renewal thereof the rights and liberties subleased to the Sublessee here
under other than the right to transmit and to export hydro-electric
power under Cause 2e of Part I by complying with the following
procedure :-

i The Sublessor shall give the Sublessee notice in writing
that it will effect such suspension commencing on a date not earlier
than 24 months nor later than 36 months after the date on which
the said notice is given;
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ii At least 60 days prior to the actual date when such sus
pension shall commence, the Sublessor shall give the Sublessee a
further notice in writing hereinbelow referred to as the "Second
Notice" specifying the date on which such suspension shall com
mence.

Subject to the conditions mentioned below, as and from the date
specified in the Second Notice the Sublessor shall be and become en
titled to enjoy exclusively the rights and liberties so suspended; provided
that such suspension shall not take effect unless and shall continue only
as long as,

a the Sublessor shall deliver to the Sublessee during the then
unexpired term ccf this Sublease and of any renewal thereof
the number of horsepower which is equivalent to the amount
of installed horsepower based on the manufacturer’s rating of
the hydraulic turbines installed at the date of suspension in
the Sublessee’s hydra-electric generating plant :and such
power shall be delivered by the Sublessor at the load factor,
and in alt other respects equivalent to the power, which the
Sublessee’s entire facilities, including its storage facilities.
existing at the date of suspSsion, are designed to produce by
utilizing the rights and 1ibenie subleased hereunder; and

b the Sublessor shall reserve in favour of any person for whom
the Sublessee has arced with the written approval of the
Sublessor to reserve additional hydra-electric power, an equiv
alent quantity of hydra-electric power, on terms and conditions
agreed upon between the Sublessor, the Sublessee and such
persons.

Concurrently with the Second Notice the Sublessor shall enter
into an undertaking in writing with the Sublessee to perform the obli
gations provided in paragraphs a and b of this subclause 1.

The Sublessor, as and from the date and time specified in the
Second Notice shall deliver to the Stblessee in the manner hereinafter
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mentioned the hydro-electric power mentioned in paragraph a of this
subclause 1, subject to the other terms and conditions set forth in
this clause 8.

2 The Sublessor covenants and agrees with the Sublessee that
the Sublessor:

a shall not make any diversion of the Unknown unless it shall
previously have constructed all necessary control works
other than control works already constructed by the Sub-
lessee if any whereby any such diversion can be stopped or,
as the case may be, be re-established in either case without
delay, and

b shall at all times at its expense maintain all the control works
mentioned in paragraph a of this subclause 2 in good
operating condition.

3 In the event that the delivery of hydro-electric power as pro
vided in paragraph a of subclause 1 of this clause 8 is interrupted
from time to time for any reason whatsoever while this Sublease or
any renewal hereof is in force, the Sublessor shall forthwith do all
things necesary to restore to the Sublessee, during such interruption
only, the enjoyment of the rights and liberties under suspension, and if
need be the Sublessee shall in such case have the right itself to stop any
diversion of the Unknown by operating all the control works men
tioned in paragraph a of subclause 2 of this clause 8. Whenever
such delivery is no longer so interrupted, the suspension shall again
fully take effect and the Sublessor may re-establish such diversion. The
Sublessor shall give the Sublessee reasonable notice of any interruption
or resumption of the delivery of hydro-electric power.

4 As consideration for the delivery of hydro-electric power by
the Sublessor to the Sublessee under paragraph a of subclause 1
of this clause 8, the Sublessee shall pay to the Sublessor monthly one-
twelfth of the aggregate of the following amounts:
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a the amount by which the actual annual operating expenses of
the Sublessee are less than the average of the actual annual
operating expenses incurred for the entire period beginning
with the first day of the first month after the Sublessee de
livers 50.000 horsepower to any purchaser’ or purchasers for
commercial use and ending with the last day of the third month
preceding the month in which such suspension pursuant to
subclause 1 of this clause 8 becomes effective; provided
that if such period exceeds five years it shall be limited to the
last five years: and

b an amount equal to the royalty which the Sublessee would have
had to pay under clause 1 of Part II had it been generating
its own power in the same amount as the amount of hydro
electric power delivered by the Sublessor to the Sublessee.

5 Delivery as used in this clause 8 shall mean the delivery of the
hydro-electric power to the 230 Ky busbar at the Site, as provided in
paragraph a of subclause 1 of this clause 8.

6 Suspension of the Sublessee’s rights and liberties under this
clause 8 shall not extend the term of this Sublease or any renewal hereof.

9. WATER Pown LEs PARAMOUNT

The rights and liberties subleased, subdemised or derived hereunder
are no greater in any respect than the rights and liberties leased, demised
or accruing by or under the Water Power Lease.

10. INTERVENTION

AND TO THESE PRESENTS INTERVENED:

His Honour the Honourable Campbell lvlacpherson, Officer of the
Most Excellent Order of the British Empire, Lieutenant-Governor of
the Province of Newfoundland in Council, and in executing this Sub
lease as an Intervenor declares:
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a That it is authorized to execute and deliver this Sublease
as an Inten-enor pursuant to the authority granted by Sec
tion 2 of the Act No. SI of 1961 of the Province of New
foundland.

b That by its execution hereof it approves this Sublease as a
document of title for the purposes set forth in Subclauses
4 and 5 of Clause 7 of Part IV of the Water Power
Lease and gives to Twinco a covenant enforceable at law
enabling Twinco to obtain an amended document of title
under the circumstances and with the effect prescribed by
the aforementioned Subclauses 4 and 5 of Clause 7 of
Part IV of the Water Power Lease.

c If the Water Power Lease is cancelled and determined at any
time by reason of the default of the Lessee thereunder, then
notwithstanding such cancellation and determination the
rights of Twinco under this Sublease shall in no way be
impaired or affected thereby but shall. subject to subelause
d of this clause 10, continue in full force and with the same
effect as though such cancellation and determination had not
taken place.

d If the Water Power Lease is cancelled and determined at any
time by reason of the default of the Lessee thereunder, then
this Sublease shall be amended without impairing or affecting
the rights of Twinco hereunder, so as to provide that
i The Government shall be substituted for the Sublessor;

and
ii all of the benefits of the Sublessor theretofore accruing

under this Sublease shall thereafter accrue to the Gov
ernment instead of to the Sublessor;

and this Sublease shall be altered accordingly both in sub
stance and in form.

e That it makes no warranty as to the title of Twinco, nor
does it establish any pHvity of contract with the Sublessor
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or Twinco, nor does it undertake any obligations to any or
all of them, except the approval and covenant referred to in
paragraph b of this clause 10 and the consent in clause 11
of this Part IV. nor shall it by its intervention be deemed to
have made any such warranty. luhave established any. such-
privity of contract, or to have undertaken any such obligations
other than such approval and covenant and such consent.

f The terms "document of title", "Twinco" and "Lessee" as
used in this clause 10 shall have the same meaning as that
ascribed to them by the provisions of Clause 7 of Part IV
of the Water Power Lease.

11. CONSENT

The Government hereby consents to this Sublease insofar as
required by the provisions of Clause 1 of Part IV of the Water Power
Lease.

12. GOVERNING LAW

This Sublease shall be construed and interpreted in accordance with
the laws of Newfoundland.

13. Noricz

1 Any notice required to be given under this Sublease shall be
sufficiently served on the Government if the notice is addressed to the
Minister of Mines, Agriculture and Resources, Department of Mines,
Agriculture and Resources, St. John’s, Newfoundland. and delivered
to that Minister personally or sent to him by registered mail, and on
the Sublessor if the notice is addressed to Hamilton Falls Power Cor
poration limited at its head office in the City of St. John’s, in the
Province of Newfoundland and delivered personally at or sent by
registered mail to such office, and on the Sublessee if the notice is
addressed to Twin Falls Power Corporation Limited at its head office
in the City of St. John’s, in the PTovince of Newfoundland and de
livered personally at or sent by registered mail to such office.
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2 Any of the parties to this Sublease or the Government may
at any time change its address for service by notice in writing given
to the others.

IN WITNESS wHEREOF’ His Honour the Lieutenant-Governor in
Council has caused the Great Seal of the Province of Newfoundland
to be affixed hereto and has signed this Sublease as intervener and the
Sublessor and Sublessee have caused their Corporate Seals to be affixed
hereto in the presence of their respective officers duly authorized for
the purposes hereof as of the date first above written.

HIS HONOUR’S COMMAND C. H. BALSAM
Minister of Provincial Affairs Actg

Hnuxsoxc FALLs Pown COR
PORATION LIMITED

ELIZABETH SCHNEIDHOFER By lvi. C. BURNES
Seal Witness Vice President

M. HAZARD and C. T. MANNING
Witness Secretary

TWIN FALLS POWER CORPORATION
LIMITED

Seal ELIZABETH SCITNEIDHOPER By P. S. MARCHANT
Witness Vice President

M. HAzAIw and C. T. MANNING

Witness Secretary
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APPENDIX A

DEscunIoN

All that part of Newfoundland Labrador bounded and described
as follows: Beginning at the centre point of the intake as constructed
at the Site of the Twin Falls Project and running south along the crest
of Dam No. 4 to the southerly point of this structure; thence directly
to Dam No. S and along the crest of this dam to its southeastern ex
treniity; thence running generally in a southeasterly direction along the
crest of the watershed between rivers draining into the Unknown River
downstream of the Site, the Hamilton River, Winikapau Lake and riv
ers draining into the Unknown River upstream of the Site, Ossok
inanuan Lake, Atikonak River, Atikonak Lake to a point on the height
of land between the Provinces of Quebec and Newfoundland north of
Lac Long; thence continuing in a generally southerly direction along
the said height of land to a point near Lac Bellanca; thence continuing
in a general north and north-westerly direction to a point on the said
height of land north of Lac Assigny; thence continuing in a general
north-westerly and northerly direction along the crest of the watershed
between the East River, rivers flowing into Lake Ashuanipi, Ashuanipi
River and Riviere a l’eau Claire. rivers flowing into Lac Joseph. Ossok
manuan Lake to a point near Evening Lake; thence continuing in a
general northerly and north-easterly direction along the crest of the
watershed between rivers flowing into the Menihek Lakes, the Tama
rack River and rivers flowing into Colville Lake, McKay Lake, Sims
Lake to a point north of Sims Lake; thence continuing in a general
south-easterly direction along the crest of the watershed between rivers
flowing into Sims Lake, Sims River and rivers flowing into Timmins
Lake, Ashuanipi River to the western extremity of the west causeway
as constructed across the Atikonak River; thence following the Access
Road to the easterly extremity of the east causeway; thence continuing
in a south-easterly direction along the crest of the watershed between
rivers flowing into the Hamilton River and rivers flowing into Gabbro
Lake, Ossokmanuan Lake, Unknowp River upstream of the Site to the
western extremity of Dam No. 1 f thence following the crest of this
structure, the sluice and regulating section, Dam No. 2 to its eastern
extremity, thence to the western extremity of Darn No. 3, thence fol
lowing the crest of this dam to the starting point; the whole as is shown
on the maps attached hereto to form part hereof.
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APPENDIX B

DESCRIPTION OP tn Twiw FALLS DEVELOPMENT Aa&

Those pans of the watershed of the Unknown River within the
area reserved under the provisions of the Labrador Lands Reservation
Act, Chapter 176 R S. N. 1952 as amended and that are:-

Area 1 below the 1560 foot contour along Lakes Gabbro, Ossok
manuan, and all other lakes, rivers and tributaries con
nected therewith,

Area 2 below the 1490 foot contour along the Unknown River
and all other rivers tributaries and lakes connected there
with upstream of Scott Falls,

Area 3 below the 1190 foot contour along the dry gorge known
as Bonnell Creek.

The elevations of Area 1 are referred to Benchmark "J" estab
lished at Hamilton Falls by G. H. Desbarats in 1947; and the eleva
tions of Areas 2 and 3 are referred to a local Benchmark established
by The Shawinigan Engineering Company Limited in 1959 located
on the upper rim of the west side of a dry gorge approximately one
mile east of Scott Falls and approximately 1.65 miles from the con
fluence of the said dry gorge with the Unknown River; the whole as
is shown on the map attached hereto to form part hereof.

PRINTED IN TEE U.S.A.
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AMENDMENT TO SUBLEASE

BETWEEN

HAMILTON FALLS POWER CORPORATION LIMITED,

and

TWIN FALLS POWER CORPORATION LIMITED,

wIth

HIS HONOUR THE HONOURABLE FABIAN O'DEA,
ONE OF OUR COUNSEL, LEARNED IN THE LAW, COMMANDER

ON THE RETIRED LIST OF OUR NAVAL RESERVE,
LIEUTENANT-GOVERNOR OF THE PROVINCE

OF NEWFOUNDLAND IN COUNCIL,
as intervenor.

Dated as of April 15, 1963



AMENDMENT TO SUBLEASE ENTERED INTO THIS 15th DAY OF APRIL 1963.

BETWEEN:

HAMILTON FALLS POWER CORPORATION LIMITED, a com-
pany duly incorporated under the laws of Canada and
having its head office in the City of St. John's, in the
Province of Newfoundland (hereinafter called the "Sub-
lessor" which expression shall, unless the context otherwise
requires, include the successors and assigns of the Sub-

(SRAL) lessor),

PARTY OF THE FIRST PART,

FABIAN O'DEA -and-
LIEUTENANT GOVERNOR

TWIN FALLS POWER CORPORATION LIMITm, a company
duly incorporated under the laws of Canada and having its
head office in the City of St. John's, in the Province of
Newfoundland (hereinafter called the "Sublessee" which
expression shall, unless the context otherwise requires and
subject to the provisions of this Amendment to Sublease,
include the successors and assigns of the Sublessee),

LESLIE R. CURTIS PARn- OF THE SECOND PART.
H. M. ATTORNEY GENERAL

WHEREAS under and by virtue of the powers conferred by the Hamilton Falls Power Corporation
Limited (Lease) Act, 1961, the Act No. 51 of 1961, of the Province of Newfoundland, there was executed
on the 16th day of May 1961 a Statutory Lease (hereinafter called the "Water Power Lease") between
His Honour the Honourable Campbell Macpherson, Officer of the Most Excellent Order of the British
Empire, Lieutenant-Governor of the Province of Newfoundland in Council (hereinafter sometimes called
the "Government" which expression shall, unless the context otherwise requires, mean the Government for
the time being of the said Province) and the Sublessor in the terms set forth in the Schedule to the
said Act; and

WHEREAS by a Sublease dated as of November 15, 1961, and Registered at the Registry of Deeds
for Newfoundland on the 30th day of November, 1961, in Volume 549 at Folios 236-261, between
Hamilton Falls Power Corporation Limited, Sublessor, and Twin Falls Power Corporation Limited,
Sublessee, with His Honour the Honourable Campbell Macpherson, Officer of the Most Excellent Order
of the British Empire, Lieutenant-Governor of the Province of Newfoundland in Council, intervenor,
certain of the rights and liberties leased to the Sublessor under the Water Power Lease were subleased
and subdemised to the Sublessee, the whole as therein more fully set forth; and

WHEREAS under and by virtue of the powers conferred by the Hamilton Falls Power Corporation
Limited (Lease) (Amendment) Act 1963, an Act of the Province of Newfoundland, certain amendments
to the Water Power Lease were made; and



WHEREAS the Sublessor and the Sublessee desire to effect certain amendments to the Sublease.

Now THEREFORE THIs AMENDMENT TO SUBLEASE WITNESSETH:

1. The Sublease is hereby amended as follows:

(a) In clause 1 of Part I the sentence which reads:

"The maximum amount of hydro-electric power which the Sublessee may develop with the
said waters at the Site by the construction of hydro-electric installations, diversions, storage
reservoirs and all other facilities which the Sublessee may deem necessary is 300,000
horsepower."

is hereby deleted and replaced by the following:

"The amount of hydro-electric power which the Sublessee may develop with the said waters
at the Site by the construction of hydro-electric installations, diversions, storage reservoirs
and all other facilities which the Sublessee may deem necessary is the maximum economic
capacity at the Site."

(b) In paragraph (d) of clause 2 of Part I, the phrase which reads:

"the right without interference by any works of the Sublessor to store so much of the
Unknown as may be economic or beneficial for the purposes of the development by the
Sublessee of up to 300,000 horsepower to be produced at the Site,"

is hereby deleted and replaced by the following:

"the right without interference by any works of the Sublessor to store so much of the
Unknown as may be economic or beneficial for the purposes of the development by the Sub-
lessee of up to the maximum economic capacity at the Site,"

(c) Subclause (2) of clause 8 of Part IV is hereby deleted and replaced by the following:

"(2) The Sublessor and the Sublessee mutually covenant and agree as follows:

(a) The Sublessor shall have the right, after the giving of the notice referred to in para-
graph (i) of subclause (1) of this clause 8 to utilize, expand or modify any of the
Sublessee's storage and control works and facilities; provided, however, that such
utilization, expansion or modification shall not affect materially the purpose for which
they were originally constructed, or substantially interfere with the operation thereof
by the Sublessee prior to the actual date of commencement of the suspension or in
the event of an interruption as provided for in subclause (3) of this clause 8 with the
operation thereof during such interruption.

(b) The Sublessor shall not make any diversion of the Unknown unless it shall previously
have constructed all necessary control works (other than control works already con-
structed by the Sublessee if any) whereby any such diversion can be stopped or, as
the case may be, be re-established in either case without delay, and

(c) The Sublessor shall at all times at its expense maintain in good operating condition
all the control works constructed by the Sublessor pursuant to paragraph (b) of this
subclause (2)."

(d) In subclause (3) of clause 8 of Part IV the sentence which reads:

"In the event that the delivery of hydro-electric power as provided in paragraph (a) of
subclause (1) of this clause 8 is interrupted from time to time for any reason whatsoever while
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this Sublease or any renewal hereof is in force, the Sublessor shall forthwith do all things
necessary to restore to the Sublessee, during such interruption only, the enjoyment of the rights
and liberties under suspension, and if need be the Sublessee shall in such case have the right
itself to stop any diversion of the Unknown by operating all the control works mentioned in
paragraph (a) of subclause (2) of this clause 8."

is hereby deleted and replaced by the following:

"In the event that the delivery of hydro-electric power as provided in paragraph (a) of
subclause (1) of this clause 8 is interrupted from time to time for any reason whatsoever while
this Sublease or any renewal hereof is in force, the Sublessor shall forthwith do all things
necessary to restore to the Sublessee, during such interruption only, the enjoyment of the rights
and liberties under suspension, and if need be the Sublessee shall in such case have the right
itself to stop any diversion of the Unknown by operating all the control works mentioned in
paragraphs (a) and (b) of subclause (2) of this clause 8."

2. INTERVENTION

And to these presents came and intervened:

His Honour the Honourable Fabian O'Dea, one of Our Counsel, learned in the Law, Com-
mander on the Retired List of our Naval Reserve, Lieutenant-Governor of the Province of New-
foundland in Council, and in executing this Amendment to Sublease as an Intervenor declares:

(a) That it is authorized to execute and deliver this Amendment to Sublease as an Intervenor
pursuant to the authority granted by Section 2 of the Act No. 51 of 1961 of the Province
of Newfoundland.

(b) That by its execution hereof it approves this Amendment to Sublease as a document of title
for the purposes set forth in Subclauses (4) and (5) of Clause 7 of Part IV of the Water
Power Lease and gives to Twinco a covenant enforceable at law enabling Twinco to obtain
an amended document of title under the circumstances and with the effect prescribed by
the aforementioned Subclauses (4) and (5) of Clause 7 of Part IV of the Water Power
Lease.

(c) If the Water Power Lease is cancelled and determined at any time by reason of the default
of the Lessee thereunder, then notwithstanding such cancellation and determination the
rights of Twinco under this Amendment to Sublease shall in no way be impaired or affected
thereby but shall, subject to subclause (d) of this clause 2, continue in full force and with
the same effect as though such cancellation and determination had not taken place.

(d) If the Water Power Lease is cancelled and determined at any time by reason of the default
of the Lessee thereunder, then this Amendment to Sublease shall be amended without im-
pairing or affecting the rights of Twinco hereunder, so as to provide that

(i) The Government shall be substituted for the Sublessor; and

(ii) all of the benefits of the Sublessor theretofore accruing under this Amendment to
Sublease shall thereafter accrue to the Government instead of to the Sublessor;

and this Amendment to Sublease shall be altered accordingly both in substance and in form.

(e) That it makes no warranty as to the title of Twinco, nor does it establish any privily of
contract with the Sublessor or Twinco, nor does it undertake any obligations to any or
all of them, except the approval and covenant referred to in paragraph (b) of this clause 2
and the consent in clause 3 hereof, nor shall it by its intervention be deemed to have made
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any such warranty, to have established any such privity of contract, or to have undertaken
any such obligations other than such approval and covenant and such consent.

(f) The terms "document of title", "Twinco" and "Lessee" as used in this clause 2 shall
have the same meaning as that ascribed to them by the provisions of Clause 7 of Part IV
of the Water Power Lease.

3. CONSENT

The Government hereby consents to this Amendment to Sublease insofar as required by the
provisions of Clause 1 of Part IV of the Water Power Lease.

4. Except as otherwise amended hereby, the parties acknowledge that the Sublease dated as
of November 15, 1961, is in full force and effect.

IN WITNESS WHEREOF His Honour the Lieutenant-Governor in Council has caused the Great Seal
of the Province of Newfoundland to be affixed hereto and has signed this Amendment to Sublease
as intervenor and the Sublessor and Sublessee have caused their Corporate Seals to be affixed hereto
in the presence of their respective officers duly authorized for the purposes hereof as of the date
first above written.

By His Honour's Command

ELIZABETH SCHNEIDHOFER
Witness

j. G. CHANNING

Deputy Minister of Provincial Affairs

HAMILTON FALLS Powi CORPORATION LIMITED

By V. H. SMITH

President

D. C. WADSWORTH

Witness

ELIZABETH SCHNEIDHOFER

Witness

D. C. WADSWORTH

Witness

And C. T. MANNING (SEAL)
Secretary

TWIN FAU.s PowER CORPORATION LIMITED

By P. S. MARCHANT
Vice President

And D. C. WADSWORTH (SEAL)
Secretary
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SECOND AMENDMENT TO SUBLEASE

BflWflN

CHURCHILLFATL LABRADOR CORPORATIONLIMITED

AND

çqj’.J FAT IS POwtR CORPORATION LIMULD

WILL!

HIS HONOUR THE HONOURABLE FABIAN O’DEA, ONE
OF HER MAJESTY’S COUNSEl, LEARNED IN THE LAW,
COMMANDER ON THE RETIRED LIST OF HER MAJESTY’S
NAVAL RESERVE, LIEUTENANT-GOVERNOR OF THE

PROVINCE OF NEWFOUNDLAND IN COUNCIL,
as Intervenor.

Dated as of November 30, 1967.
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SECOND AMENDMENT TO SUBLEASE ENTERED INTO AS OF TUE
3Orn DAY OF NovEMrn, 196?.

Between:

CHURCHILL FALLS LawoR
CoIu’oRATIoN LIMITED, a company

GREAT SEAL OP duly incorporated under the laws of
NEWFOUNDLAND Canada and having its head office in

the City of St. John’s, in the Prov
ince of Newfoundland hereinafter
called the "Sublessor" which a
pression shall, unless the context
otherwise requires, include the suc
cessors and assigns of the Sub-
lessor,

FABIAN O’DEA PARTY OF THE Fntsr PART
Lieutenant-Governor -and-

TWIN FALLS Pown CORPORATION

LIMITED, a company duly incorpo
rated under the laws of Canada and
having its head office in the City of
St. John’s, in the Province of New
foundland hereinafter called the

T. ALEX. HICKMAN "Sublessee" which expression shall,
Minister of Justice unless the context otherwise re

quires and subject to the provisions
of the Sublease, include the succes
sors and assigns of the Sublessee.

Pan o THE SECOND Pat.

WHEREAS under and by virture of the powers conferred by the
Churchill Falls Labrador Corporation Limited Lease Act, 1961,
the Act No. 51 of 1961, of the Province of Newfoundland, there was
executed on the 16th clay of May 1961 a Statutory Lease hereinafter
called the "Water Power Lease" between His Honour the Honour-
able Campbell Macpherson, Officer of the Most Excellent Order of the
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British Empire, Lieutenant-Governor of the Province of Newfound
land in Council hereinafter sometimes called the "Government" which
expression shall, unless the context otherwise requires, mean the
Government for the time being of the said Province and the Sub-
lessor in the terms set forth in the Schedule to the said Act; and

WHEItEA5 by a Sublease dated as of the 15th day of November,
1961 and registered at the Registry of Deeds for Newfoundland on
the 30th day of November, 1961, in Volume 549 at Folios 236-261,
between Churchill Falls Labrador Corporation Limited, Sublessor,
and Twin Falls Power Corporation Limited, Sublessee, with His
Honour the Honourable Campbell Macpherson, Officer of the Most
Excellent Order of the British Empire, Lieutenant-Governor of the
Province of Newfoundland in Council, intervenor, certain of the rights
and liberties leased to the Sublessor under the Water Power Lease were
subleased and subdemised to the Sublessee, the whole as therein more
fully set forth; and

WEnrAs under and by virtue of the powers conferred by the
Churchill Falls Labrador Corporation Limited Lease Amend
ment Act 1963, an Act of the Province of Newfoundland, certain
amendments to the Water Power Lease were made; and

WanEAs by Amendment to Sublease dated as of the 15th day of
April, 1963, certain amendments to the said Sublease were made and
all references hereafter made to the said Sublease shall be deemed to
include the said Amendment to Sublease; and

WansAs under and by virtue of the powers conferred by the
Churchill Falls Labrador Corporation Limited Lease Amend
ment Ad, 1964, the Act No. 43 of 1964 of the Province of Newfound
land, there was executed as of the 1st day of January 1964 an agree
ment between the Government as therein defined and the Sublessor in
the terms set forth in the Schedule to the said Act; and

WHEmS under and by tirtue of the powers conferred by the
Churchill Falls Labrador Corporation Limited Lease Amend-
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ment Act, 1966-67, the Act No. 84 of 1966-67 of the Province of
Newfoundland, there was executed as of the 14th day of July, 1966 an
agreement between the Government as therein defined and the Sub-
lessor in the terms set forth in the Schedule to the said Act; and

WHnIAS the Sublessor and the Sublessee desire to effect further
amendments to the Sublease.

Now THEREFORE THIS SECOND AMENDMENT TO SUBLEASE
Wn’NEssrrn:

1. The said Sublease is hereby amended as follows:
a The following paragraph is added to subclause 2 of clause

8 of Part IV as paragraph d thereof, namely:
"d Notwithstanding anything contained in this Sub
lease, Churchill Falls Labrador Corporation Limited
and its permitted assigns shall be entitled to enjoy the
rights conferred upon it pursuant to Clause III of the
Operating Lease between Twin Falls Power Corporation
Limited and Churchill Falls Labrador Corporation
Limited dated as of November 30th, 1967 in the manner
and to the extent permitted by said Operating Lease."

b The following subclauses are added to clause 8 of Part IV
immediately following subclause 6, namely:
"7 In the event of a suspension pursuant to this clause
8, the Sublessee shall pay to the Sublessor monthly, in
addition to any amounts payable pursuant to subclause
4 of this clause 8, one-twelfth of the aggregate of the
following amounts:
a an amount equal to $1.40 multiplied by the
number of horsepower which the Sublessor is obliged
to deliver to Sublessee pursuant to paragraph a
of subclause 1 of this clause 8; and
b $305,000.
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8 In the event that during a suspension the delivery
of hydro-electric power by the Sublessor is interrupted, as
contemplated by subclause 3 of this clause 8, the Sub-
lessee shall pay to the Sublessor monthly, in respect of
the entire period of such interruption and in lieu of the
amounts provided in subclauses 4 and 7 of this
clause 8, one-twelfth of the aggregate of the following
amounts:

a an amount equal to $1.40 multiplied by the
number of horsepower which the Sublessor is obliged to
deliver to Sublessee pursuant to paragraph a of sub-
clause 1 of this clause 8, provided, however; that if for
a period in excess of thirty 30 consecutive days during
such interruption, the Sublessee is unable to deliver at
least 80% of the power which it is then obligated to de
liver pursuant to power contracts for any reason other
than a shortage of water resulting from natural causes,
then in respect of the entire period during which the Sub-
lessee is unable to make delivery as aforesaid, the afore
said amount contemplated by this paragraph a shall be
reduced to an amount equal to $1.40 multiplied by the
actual number of horsepower, if any, which the Sub-
lessee is able to deliver; and

b $305,000."

2. INTERVENTION

And to these presents came and intervened:

His Honour the Honourable Fabian O’Dea, one of Her Majesty’s
Counsel, learned in the Law, Commander on the Retired List of Her
Majesty’s Naval Reserve, Lieutenant-Governor of the Province of
Newfoundland in Council, and ip executing this Second Amendment to
Sublease as an intervenor declares:



a That it is authorized to execute and deliver this Second
Amendment to Sublease as an intervenor pursuant to the au
thority granted by Section 2 of the Act No. 51 of 1961 of the
Province of Newfoundland.

b That by its execution hereof it approves this Second Amend
ment to Sublease as a document of title for the purposes set
forth in subclauses 4 and 5 of clause 7 of Part IV of the
Water Power Lease and gives to Twinco a covenant enforce
able at law enabling Twinco to obtain an amended document
of tide under the circumstances and with the effect prescribed
by the aforementioned subclauses 4 and 5 of clause 7 of
Part IV of the Water Power Lease.

c If the Water Power Lease is cancelled and determined at any
time by reason of the default of the Lessee thereunder, then
notwithstanding such cancellation and determination the rights
of Twinco under this Second Amendment to Sublease shall
in no way be impaired or affected thereby but shall, subject to
subclause d of this clause 2, continue in full force and with
the same effect as though such cancellation and determination
has not taken place.

d If the Water Power Lease is cancelled and determined at any
time by reason of the default of the Lessee thereunder, then
this Second Amendment to Sublease shall be amended without
impairing or affecting the rights of Twinco hereunder, so as
to provide that

i The Government shall be substituted for the Sub-
lessor; and

ii all of the benefits of the Stiblessor theretofore accru
ing under this Second Amendment to Sublease shall
thereafter accrue to the Government instead of to
Sublessor;
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and this Second Amendment to Sublease shall be altered ac
cordingly both in substance and in form.

e That it makes no warranty as to the title of Twinco, nor does
it establish any privity of contract with the Sublessor or Twin
co, nor does it undertake any obligations to any or all of them,
except the approval and covenant referred to in paragraph
b of this clause 2 and the consent in clause 3 hereof, nor
shall it by its intervention be deemed to have made any such
warranty, to have established any such privity of contract,
or to have undertaken any such obligations other than such
approval and covenant and such consent.

f The terms "document of title", "Twinco" and "Lessee" as
used in this clause 2 shall have the same meaning as that
ascribed to them by the provisions of clause 7 of Part W of
the Water Power Lease.

3. CONSENT

The Government hereby consents to this Second Amendment to
Sublease insofar as required by the provisions of clause 1 of Part IV
of the Water Power Lease.

4. Except as amended by the Amendment to Sublease dated as of
April 15, 1963 and otherwise amended hereby, the parties acknowledge
that the Sublease dated as of November 15, 1961, is in full force and
effect.

IN WITNESS Wnmor His Honour the Lieutenant-Governor in
Council has caused the Great Seal of the Province of Newfoundland
to be affixed hereto and has signed this Second Amendment to Sub
lease as intervenor and the Sublessor and Sublessee have caused their
Corporate Seals to be affixed hereto in the presence of their respective
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officers duly authorized for the purposes hereof as of the date first
above written.

BY HIS HONOUR’S COMMAND

G. A. FltzcKn
Minister of Provincial Affairs

CHURCHILL FALz.s LABRADoR
CORPORATION LIMITED

SEa By D. GORDON
Chairman

EUZAnTH SCHNEIDHOPER and C. T. MANNING
Witness Vice-President Legal

and Secretary

TWIN FALLs Pown Coaoxwrzow
LIMITED

SEa By M. F. NIcHoLsoN
Chairman

EuznH ScHNEIDHOFER and A. B. THOMSON
Witness Secretary



THIRD AMENDMENT to SUBLEASE entered into as of
the Firtt day of July 1974.

B £ T N E E N: CHURCHILL FALLS LABRADOR
CORPORATION LIMITED, a com
pany incorporated under the
laws of Canada and having its
head office in the City of
St. John’s, in the Province of
Newfoundland hereinafter
called the "Sublessor" which
expression shall, unless the
context otherwise requires,/ include the successors and
assigns of the Sublesso;

A N Di - TWIN FALLS POWER CORPORATION
LIMITED, a company duly incor
porated under the laws of
Canada and having its head
officc in the dity of St. John’s,
in the Province of Newfoundland
hereinafter called the "Sub-
1es:ec" which expression shall,
unlcus the context otherwise re
quires and subject to the pro
visions of the Sublease, include
the L;uccessors and assigns of the

- Sublesec.

LI ..

PARTY OF TIlE SECOND PART

WHEREAS under and by virtue of the powers conferred
by the Churchill Falls Labrador Corporation Limited Lease
Act, 1961, the Act No. 51 of 1961, of the Province of t4ewfóund-
land, there was executed on the 16th day of May 1961 a Statutory
Lease hereinafter called the "Water Power Lease" between His
Honour the Honourable Campbell Macpherson, Officer of the
Most Excellent Order of the British Empire, Lieutenant-Governor
of the Province of Newfoundland in Council hereinafter somotjrne
called the "Government" which expreEsion shall, unless the

.12
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context otherwise requires, mean the Government for the time
being of the said Province and the Sublessor in the terms

forth in the Schedule to the said Act; and

WHEREAS by a Sublease dated as of the 15th day of
November, 1961 and registered at the Registry of Deeds for
Newfoundland on the 30th day of November 1961, in Volume 549
at Folios 236-261, between Churchill Falls Labrador Corpora
tion Limited, Sublessor, and Twin Falls Power Corporation
Limited, Sublessee, with His Honour the llonourable Campbell
l4acphcrson, Officer of the Most Excellent Order of the British
Empire, Lieutenant-Governor of the Province of Newfoundland in
Council, intervenor, certain of the rights and liberties leased
to the Sublessor under the Water Power Lease were subleased and
subdemised to the Sublessee, the whole as thdrcin more fully
set forth; and

WHEREAS under and by virtue of the powers confert.
by the Churchfll Falls Labrador Corporation Limited Lease
Amendment Act 1963, an Act of the Province of Newfoundland,
certain amendments to the Water Power Lease were made; and

WHEREAS by Amendment to Subleaie dated ar; of the
15th day of April, 1963, certain amendmentn t:o tim said Sub
lease were made and all references hereafter niacle to the said
Sublease shall be deemed to include the said Aiucnclmnnt to Sub
lease; and

WHEREAS under and by virtue of the powers conferred
by the Churchill Falls Labrador Corporation Limited Lease
Amendment Act, 1964, the Act io. 43 of 1964 of the Province
of Newfoundland, there was executed as of the 1st day of January
1964 an agreement betwecn the Government as therein defined

.
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and the Sublessor in the terms set forth in the Schedule to
the said Act; and

tEREAS under and by virtue of the powers conferred
by the Churchill Falls Labrador corporation Limited Lease
Amendment Act, 19G6-67, the Act No. 84 of 1966-67 of the
Province of Newfoundland there was executed ath of the 14th day
of July, 1966 an agreement between the Government as therein
defined and the Sublessor in the terms set forth in the Schcdu
to the said Act; and

WHEREAS by Second Miendment to Sublease dated as of
the 30th day of November, 1967, certain amendments to the said
Sublease were made and all references hereafter made to the
Sublease shall be deemed to include the said Second nendment
to Sublease; and

WHEREAS under and by virtue of the powers conferred
by the Churchill Falls Labrador Corporation Limited Lease
Amendment Act, 1968, the Act No. 101 of 1968 of the
Province of Newfoundland, there was executed on the 30th day
of September, 1968 an agreement between the Government as there
in defined and the Sublessor in the terms set forth in the
Schedule to the said Act; and

WHEREAS under and by virtue of the powers conferred
by the Churchill Falls Labrador Corporation Limited Lease
Amendment Act, 1969, the Act No. 77 of 1969 of the Province
of Newfoundland, there was executed on the 12th day of May,
1969 an agreement between the Government as therein defined and
and the Sublessor in the terms set forth in the Schedule to the
said Jtct; and

. *14
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WhEREAS under and by virtue of the powers conferred

by the Churchill Falls Labrador Corporation Limited Leas
Mtondlncflt 7ct, 1970, the Act No. 62 of 1970 of the Provinc

of Newfoundland, there was executed as of the 1st day of Jam
1970 an agreement between the Government as therein defined anc
the Sublessor in the terms set forth in the Schedule to the sa:
Act; and

WHEREAS the Sublessor and the Sublessee desire to
effect a further amendment to the Sublease.

NOW THEREFORE THIS THIRD AI4ENDMENT TO SUBLEASE WITNESSETH:

1. The said Sublease is hereby amended as follows:

a by deleting from paragraph c of Clause 2
gf Part I the words "pursuant to Clause 8 of
Part IV hereof"; and

b by adding in paragniph d of Subclause 2
of clause 8 of Part IV immediately after the
reference to "Noventher 30th, 1967" the following
"as amended,".

2. INTERVENTION
And to these presents came and intervened:
His Honour the Honourable Gordon A. Winter,
Lieutenant-Governor of the Province of Newfoun5lana
in Council, and in executing this Third Amendment to
Sublease as an intervonor declares:

a That it is authorized to execute and deliver thi:
Third lunendment to Sublease as an intervenor
suant to the authority granted by Section 2 of ti

4

./5
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/
Act No. 51 of 1961 of the Province of Newfound1

çi

b That by its execution hereof it approves this

P Third Mmndment to Sublease as a document of tit
for the purposes set forth in subclauses 4 ar.
5 of clause 7 of Part IV of the Water Power Lc
and gives to Twinco a covenant enforceable at 1;
enabling Twinco to obtain an amended document
of title under the circumstances and with the
effect prescribed by the aforementioned sub-
clauses 4 and 5 of clause 7 of Part Iv of
the Water Power Lease.

Cc If the Water Power Lease is cancelled and deter
mined at any time by reason of the default of t:*
Lessee thereunder, then notwithstanding such ccci
cellation and determination the rights of Twin:
under this Third Amendment to Sublease shall ii
way be impaired or affected thereby but shall,
subject to subclause d of this clause 2, conti:
in full force and with the same effect as thoucct
such cancellation and determination has not taker
place.

d If the Water Power Lease is cancelled and dete:-
at any time by reason of the default of the Lez
thereunder, then this Third Amendment to Sijbl
shall be amended without impairing or affecting
the rights of Twinco hereunder, so as to provia
that

1 The Government shall be substituted for th2
Sublessor; and

/6
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ii all of the benefits of the Sublessor thea.
tofore accruing under this Third lunendmer
to Sublease shall thereafter accrue to the
Government instead of to Sublessor;

and this Third Nacndment to Sublease shall be
altered accordingly both in substance and in fo

e That it makes no warranty as to the title of nz
nor does it establish any privity of contract w
the Sublessor or Twinco, nor does it undertake
any obligations to any or all of them, except
the approval and covenant referred to in para
graph b of this clause 2 and the consent in
clause 3 hereof, nor shall it by its intervejij
be deemed to have made any such warranty, to h’
established any such privity of contract, or
have undertaken any such obligations other U.
such approval and covenant and such consent.

f The terms "document of title", "Twinco" and
"Lessee" as used in this clauuc 2 shall have thc
sane meaning as that ascribed to them by the prc
visions of clause 7 of Part IV of the Water Powc
Lease.

3. CONSENT -

The Government hereby consents to* thL Third Miendme
to Sublease insofar as required by titi- 1tovisions of
clause 1 of Part IV of the Water Power Lease.

4. Except as amended by the Amendment to Sublease da
as of April 15, 1963, the Second Amendment to Subica
dated as of November 30, 1967 and otherwise amended
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hereby, the parties acknonlodge that the Sublease
dated as of November 15, 1961, is. in full force
and effect.

IN WITNESS WHEREOF His Honour the Lieutenant-Govcrnc:

in Council has caused the Great Seal of the Province of Newfouzc

land to be affixed hereto and has signed this Third Amendment tt

Sublease as intervenor and the Sublessor and Sublessee have cai
their Corporate Seals to be affixed hereto in the presence of t:
respective officers duly authorized for the purposes hereof as
the date first above written.

BY HIS HONOUR’S COMMAND

Minister - Prov C1L Affajr

CHURCHILL FZLLS LABRADOR
CORPOBTION LIMITED

Witness

TWIN FALLS pcwI:R COR1’ORATION

1E11k1

WiUOSS



THIS RENEWAL OF LEASE AGREEMENT made on the day
1989.

BETWEEN: CHURCHILL FALLS LABRADOR CORPORATION LIMITED, a
company duly incorporated under the laws of Canada
and having its head office in the City of St.
Jchn’s in the Province of Newfoundland
hereinafter called the "Sublessor"

AND: TWIN FALLS POWER CORPORATIOI LIMITED. a company
duly incorporated under the laws of Canada and
having its head office in the City of St. -John’s
in the Province of Newfoundland hereinafter
called the "Sublessee"

WHEREAS by an Agreement dated the 15th day or November. 1961

hereinafter called the "Sublease" the Sublessor did sublease

and sub-demise unto the Sublessee full right and liberty to use

all that portion of the waters within the Unknown River Watershed

as described in the Sublease;

AND WHEREAS the Sublease, by its terms, expires December 31, 19E9
unless renewed under the terms contained in Clause 2 of Part III

of the Sublease;

AND WHEREAS the Sublessor and the Sublessee have agreed to a
renewal of the Sublease as provided by Clause 2 of Part III of

the Sublease;

NOW THEREFORE THIS INDENTURE WITNESSETH that the Sublessor and
Sublessee have agreed each with the other that the Sublease dated
as of the 15th day of Noventher. 1961. be and hereby is renewed
for a term of Twenty-five years commencing on the first day of
January, 1990, subject to payment of the same royalty and
containing like covenants and conditions as are contained in the
Sublease with the exception of the covenant for renewal, together
with the additional condition that this renewal shall be subject
to termination whenever the Iron Ore Company of Canada or the
Wabush Iron Company Limited are no longer obligated to purchase
an aggregate of at least 50,000 horsepower from the Sublessee on
a horsepower per year basis.

This Agreement shall enure to the benefits of and be binding on
the parties hereto and each of their respective successors and
assigns.
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IN WITNESS WHEREOF the parties hereto have caused their corporarJŁ

seals to be hereunto affixed and attested by the hands of their

respective signing officers this day and year first above

written.

Witness

CHURCHILL FALLS LABRADOR
CORPORATION LIMITED

j2Laa

Witness
uj

TWIN FALLS POWER CORPORATION
LIMITED

-

4t-p-



OPERATING LEASE

BETWEEN

CHURCHiLL FALLS (LABRADOR) CORPORATION LIMITED

AND

TWIN FALLS POWER CORPORATION LIMITED

1TH

HIS HONOUR THE HONOURABLE FABIAN O'DEA, ONE
OF HER MAJESTY'S COUNSEL, LEARNED IN THE LAW,
COMMANDER ON THE RETiRED LIST OF HER MAJESTY'S
NAVAL RESERVE, LIEUTENANT-GOVERNOR OF THE

PROVINCE OF NEWFOUNDLAND IN COUNCIL
THE ROYAL TRUST COMPANY

IRON ORE COMPANY OF CANADA
WABUSH IRON CO. LIMITED

THE STEEL COMPANY OF CANADA, LIMITED
DOMINION FOUNDRIES AND STEEL, LIMITED

QUEBEC NORTH SHORE AND LABRADOR RAILWAY
COMPANY

NORTHERN LAND COMPANY LIMITED
WABUSH LAKE RAILWAY COMPANY, LIMITED

AND

CAROL LAKE COMPANY LIMITED,
as Intervenors.

Dated as of November 30, 1967.
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CHURCHILL FALLS LABRADOR
CORPORATION LIMITED herein
after called "CFLCo", a company
incorporated under the laws of
Canada and having its head office at
the City of St. John’s. in the Prov
ince of Newfoundland,

OF THE FIRST FART

AND: -.

TWIN FALLS POWER C0RP0LTI0N
LIMITED hereinafter called
"Twinco", a company incorporated
under the laws of Canada and hav
ing its head office at the City of St.
John’s, in the Province of New
foundland,

2511 OPERATING LEASE

THIS AGREEMENT made as of the 30th day of November, 1967

BETWEEN:

c: -

‘2 -

.1-;’

H" ?!
j 1._..

-, -

& ‘1.

OF THE SECOND PART

WHEREAS CFLCo is engaged in the construction of a 5,000,000
kilowatt hydro-electric generating plant at a site on the Churchill River
in Labrador;

WHEREAS the parties, in anticipation that the Special Reservation
provisions of the Sublease will be put into effect, wish to make suitable
provisions with respect to the operation and maintenance of the Twinco
hydro-electric generating plant and related facilities.

NOW THEREFORE THIS AGREEMENT WInIE55ETH:

I. interpretation

1. The following words and phrases wherever used in this Agree-
merit shall, unless there be something in the context inconsistent there
with, have the following meanings

Lieuterent-Governor

‘1

/

Registered I, deq of

AD.19fl at! 51,’CIOCk p in

Vf,QJJS7
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1.1 "Sublease" means that certain Sublease dated as of

November 15, 1961, between CFLC0, as sublessor, Twinco, as sub-
lessee, and the Government of the Province of Newfoundland, as
intervenor, as the said Sublease has been and may be amended from
time to time;

1.2 "Bond Indenture" means the Deed of Trust and
Mortgage dated as of November 15, 1961, between Twinco and
The Royal Trust Company, as Trustee, as the same has been and
may be amended from time to tim&

2. Words and expressions which have been given defined
meanings in the Sublease or in the Bond Indenture, as the case
may be, shall have the same meanings when employed in this
Agreement.

II. Operative Date

This Agreement shall become operative as and from the date speci
fied in the Second Notice when given by CFLCo to Twinco pursuant to
clause S of Part IV of the Sublease provided the said parties have
entered into the written undertaking contemplated by said clause S of
Part IV of the Sublease.

III. Lease of Rig/its and Assets

With warranty as to its own acts and deeds only, Twinco hereby
leases to CELCo for a term commencing upon the operative date of
this Agreement and continuing, subject to earlier termination as herein
provided, and subject to possible suspension from time to time as here
in also provided, for the entire term of the Sublease as the same may
be from time to time extended or renewed, and in consideration of a
yearly rental of $1.00, if demanded, and of the retention by Twinco of
the right to transmit and export hydro-electric power over the trans
mission facilities of the Second Expanded Project, the right to trans
mit and export hydro-electrie power and likewise leases to CFLCo
all assets of Twinco comprised in the Second Expanded Project with
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full right to use, enjoy, modify, expand and operate the same, including
without limitation the right to extend the forebay and the right to do
whatever is necessary to make the Second Expanded Project suitable
for winter operation, all such modifications and expansions to be carried
out at the sole expense of CFLCo and in such manner as will not inter
fere, upon restoration to Twinco of its suspended rights and liberties
under the Sublease in the event of such restoration being required, with
the capability of Twinco to operate the Second Expanded Project as
fully and effectively as Twinco was able to operate same prior to the
suspension.

IV. Early Termination

a If any Event of Default shall have occurred and be continu
ing under the Bond Indenture when this Agreement is made,
or shall have occurred and be continuing while it is in effect,
this Agreement may be terminated, at any time while such
Event of Default continues, by the Trustee or by the pur
chaser at any sale under the Bond Indenture of the property
leased hereunder, whether under the power of sale conferred
by the Bond Indenture or under judicial proceedings, the
whole in accordance with section 16.01 of the Bond Indenture.

b If, by reason of a default of CFLCo as contemplated by
clause 10 of Part IV of the Sublease, the Water Power Lease
is cancelled and determined, the respective rights and obliga
tions of CFLCo and Twinco hereunder shall ipso facto ter
minate except that CFLCo and Twinco shall have and enjoy
the rights and liberties conferred upon them respectively
pursuant to clause V hereof.

V. Suspension when Suspension of Sublease Interrupted

If pursuant to the provisions of subclause 3 of clause S of
Part IV of the Sublease, CFLCo should at any time or from time to
time be required to restore to -Twincof during any period of interrup
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tion contemplated by said subclause, the enjoyment of the rights and
liberties otherwise suspended pursuant to the said clause 8, the rights
hereby conferred upon CFLCo and the obligations of CFLCo here
under shall be suspended during the period of any such interruption and
shall revive upon cessation of such interruption.

During any period of suspension of CFLCo’s rights hereunder
Twinco, in addition to being restored the enjoyment of the rights hereby
conferred on CFLCo, shall have and enjoy at no cost to it save as
provided in the Sublease: -

a all rights and liberties so restored to Twinco under the Sub
lease;

b full use of all modifications and expansions made by CFLCo
hereunder; and

c all those rights and facilities first conveyed and granted to
Twinco by CFLCo pursuant to the Licence Agreement in the
same manner and to the same extent as if the Licence Agree
ment were still in full force and effect;

and CFLCo shall have, notwithstanding such suspension, all those
rights which had been first conveyed and granted to CELCo by Twinco
pursuant to said Licence Agreement, in like manner and to a like ex
tent. Provided, however, each of CFLCo and Twinco shall, during
any such period of suspension of CFLCo’s rights hereunder, assume
their respective obligations set forth in subclauses 2, 3, 4. 5
and 6 of clause 3 of the Licence Agreement to the same extent as if
the provisions of the said subclauses of the Licence Agreement were
still in full force and effect.

VI. Assumption of Obligations under Sublease

In consideration of the rights hereby granted to it, CFLCo hereby
assumes, to the entire exoneration of Twinco, all obligations of Twinco
under clause 6 of Part II of the Sublease.
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VII. Assumption of Obligations under Power Contracts

CFLCo, for the consideration aforesaid and in consideration for
Twinco continuing to make when due the payments to CFLCo required
under the Sublease, hereby assumes, to the entire exoneration of Twin
co, all of Twinco’s obligations to pay all those expenses of operation
which are contemplated by Exhibit A to the Amended Power Contracts
saving, unless otherwise agreed, insurance, external audit, legal, pro
fessional and any other Exhibit A expenses which the parties agree shall
continue to be paid by Twinco. -

VIII. Maintenance

CFLCo shall keep and maintain in good working order all struc
tures, works and plant erected from time to time for the Second Ex
panded Project and all modifications and expansions made hereunder
and shall attend to all necessary repairs in order to secure the normal
and satisfactory working of all such structures, works, plant, modifica
tions and expansions, the whole at the sole expense of CFLCo.

IX. Operation of Second Expanded Project

Subject to the provisions and requirements of clause 8 of Part IV
of the Sublease and of the undertaking given by CFLCo pursuant to
said clause, CFLCo shall be entitled, as and when CFLCo at its discre
tion may elect to do so, to operate the Second Expanded Project, includ
ing Twin Falls townsite, transmission lines and other facilities.

CFLCo hereby undertakes and agrees to indemify and hold harm-
- less Twinco from and against any and all liability to any third parties

for injuries to persons or damages to property that may result from
CFLCo’s exercise or improper exercise of any of the rights, or from
its use and enjoyment of any assets, hereby leased and granted, or from
failure of CFLCo to carry out any of its covenants under this Agree
ment.
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X. Successors and Assigns

This Agreement shall be binding upon and enure to the benefit of
each party hereto and its successors and assigns. Any assignment by
either party hereto shall not release the assignor from any of its obliga
tions hereunder, save with the written consent of the other party. Forth
with upon the execution of any assignment hereof or of any assignment
of any such assignment, the assignor shall furnish the intervenors with
a certified copy thereof together with the name and address of the
assignee. -.

XI. Interventions

HERETO INTERVENED His HONOUR THE HoNouBLE FABIAN
one of Her Majesty’s Counsel, leatned in the Law, Commander

on the Retired List of Her Majesty’s Naval Reserve, Lieutenant-Gov
ernor of the Province of Newfoundland in Council hereinafter called
the "Government", which expression shall, unless the context othetwise
requires, mean the Government for the time being of the said Province,
who declares:

a That the Government hereby consents to this Agreement;

b That it makes no warranty as to the title of Twinco or
CFLCo, nor does it establish any privity of contract with
Twinco or CFLCo, nor does it undertake any obligations to
any or all of them, nor shall it by its intervention be deemed
to have made any such warranty, to have established any such
privity of contract, or to have undertaken any such obligations;

- ‘.‘
.. AND HERETO Ar.so INTERVENED THE ROYAL TRUST COMPANY,

heroin acting in its capacity as Trustee under the Bond Indenture,
which hereby acknowledges that the requirements of section 16.07 of
th Bbnd Indenture have been fully satisfied with respect to this Agree
ment.

p. * -

4. .1

p.

*11’,,*
S.

.. -
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AND HERETO Atso INTERVENED IRON ORE COMPANY OF CANADA
which, under reserve of all rights under its Amended Power Contract
with Twinco, hereby consents to this Agreement;

AND HERETO ALSO INTERVENED WABUSH IRON Co. LIMITED, THE
STEEL COMPANY OF CANADA, LIMITED and DOMINION FOUNDRIES
AND STEEL, LIMITED, which companies, under reserve of all their rights
under their Amended Power Contract with Twinco, hereby consent to
this Agreement.

AND HERETO ALSO INTERVENED QUEBEC NORTH SHo AND
LABRADOR RAILWAY COMPANY, NORTHERN LAND COMPANY LIMITED,
WABU5U LAKE RAILWAY COMPANY, LIMITED and CAROL LAKE COM
PANY LIMITED, each of which companies hereby consents to this Agree
ment.

IN WITNESS WHEREOF his Honour the Lieutenant-Governor in
Council has caused the Great Seal of the Province of Newfoundland
to be affixed hereto and has signed this Operating Lease as intervenor
and the parties hereto and the other intervenors have caused their
Corporate Seals to be affixed hereto in the presence of their respective
officers duly authorized for the purposes hereof as of the date first
above written.

BY HIS HONOUR’S COMMAND

Minister of Provincial Affairs

CHURCHILL FALLS 4LABRADOR
CORPoRATIO

B

Witness

C.

d Sdrºiary

_tfl. -.--fl-fl. -,-----.--.--- -.t-------., -. . ,rrs’s-.nr--,fl..- -r - .. -
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TWIN FALLS POWER CORPORATION

-

LIMITED

By

- -.. .

S.

/

t-_v ..‘- .. -

.r* *?; -

*:./
Witness

WABUSH IRON’ Co. LIMITED

By

Attest

0
*2

C.
- C

‘*tt

*a.
.. ‘2

:1’
,%Pt. I - Witness

.... .‘,:tu:

Witness

THE STEEL COMPANY OF CANADA,
LIMITED

By

And

257

,Titness
And

IRON ORE

By

*/

.%r

e
S.
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DOMINION FOUNDRIES AND EL, . -

LIMITED
I I . -

I t I BI y -

And
Vitness ASSISTANT SttPrav

QCEBEC NORTH SHORE AND LABRADOIt
RAILWAY CQMPANY -

By .

.4Z./.. An
Witness

Witness

Witness

*

Witness

N

-:-. L
-.2

*1

I

By

‘ANY LIMITED

p.

-C.
-

WABUSH LAKE LWAY COMPANY,

LIMflED

And

-- - . -

CAROL LAKE

6. -a



CML4DA
PRolrmoE OF QtJE3EC
DISTRICT OF MONTREAL

259

I, Elizabeth Scbneidhofer, of the City and

District of Montreal, and Province of Quebec, Secretary,

make oath and say:

Z-IAT I was personally present and did
see the within OPERATING LEASE
dated as of November 30th, 1967, duly executed
by CHURCHILL FATLS LABRADOR CORPORATION
LIMITED and TWIN FM’TS POWER CORPORATION
LDCTD by affixing thereto the conion seal
of CHtflCHflL FATXS LABRADOR CORPORATION

in the presence of DONALD GORDON
and CT. MANNING the Chairman and the Vice-
President Legal5 and Secretary respectively
of CHtJRC3mL FAILS LABR4DOR CORPORATION
LIMITED arid by the affixing thereto of’ the
conion seal of TWIN FATLS POWER CORPORATION
LIKflD in the presence of M.F. NICHOLSON
and A.B. THOMSON, the Chairman and the Secretary
respectively of TWIN F.ATJS POWER CORPORATION
LflCT, the whole on the 5th. day of December
1967, and that I am the subscribing witness to
such execution.

jZ,a C.
Sworn to before me at
the City and District
of Montreal, in the
Province of Quebec, this

ay of December 1967.

Supreme Court of Newfonn1l and



AMENDMENT TO OPERATING LEASE entered into
as of the First day of July 1974.

BETWEEN:

AND:

ADMINISTRATOR

CHURCHILL FALLS LABRADOR CORPORATION
LIMITED hereinafter called "CFLCo",
a company incorporated under the laws
of Canada and having its head office at
the City of St. John’s, in the Province
of Newfoundland,

OF THE FIRST PART,

TWIN FALLS POWER CORPORATION LIMITED
hereinafter called "Twinco", a company
incorporated under the laws of Canada
and having its head office at the City
of St. John’s, in the Province of New
foundland,

OF THE SECOND PART.

WHEREAS the parties hereto entered into an Operatin
Lease made as of the 30th day of November, 1967, and registered
at the Registry of Deeds for Newfoundland on the 11th day of
December, 1967, in Volume 916 at Folios 250-259; and

WHEREAS the parties hereto desire to effect certain
amendments to the Operating Lease resulting from the cons truc-
tion of the Third Expansion hereinafter defined and Twinco’s
undertaking to operate same as more fully set forth in its
Agreement hereinafter called the "IOC Agreement" with Iron
Ore Company of Canada hereinafter called "bC" made as of
December 31st, 1974.

NOW THEREFORE, THIS AMENDMENT TO OPERATING LEASE
WITNESSETH

1.- The Operating Lease is hereby amended as follows:
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a The following sub-paragraph is added to paragraph
1 of Article I immediately following sub-paragt
1.2 namely:

"1.3. "Third Expansion" shall mean those addition
facilities, buildings, machinery, equipment and
property installed or added since July 1971 or
being installed or added to the step-down
station owned by Twinco near Wabush Lake and
which are more fully described in Schedule A
of the IOC Agreement, and which shall include
without limitation:

Ci two 60 }4VAR synchronous condensers includinc
auxiliaries, buildings, step-up transformers
46 1W cabling and circuit breakers,

ii one 47/65 MVA transformer including asso
ciated 230 KV bay, bus work and disconnects,

iii expansion of the 46 KV section of the
switchyard including structural steel and
foundations, circuit breakers, disconnects
and relocation of existing customer feeders4

iv the addition, replacement or modification
to control cabling, protective relaying,
station controls, remote supervisory contro]
and communications required to accomodate
the expanded station,

v the lease of surface rights to additiona’
property as set forth in the Indenture
entered into as of October 1st, 1971
between Wabush Iron Co. Limited, Twinco
and others; and



-3-

vi all other additions, rights, facilities,
property easements and right-of-way
relating to the foregoing."

b Wherever in the Operating Lease there is reference

to "Second Expanded Project", namely, in Articles
III, VIII and IX, there shall be added immediately

thereafter the words "and the Third Expansion".

c Subject to the foregoing paragraph b of this

clause 1, Articles VIII, IX, X and XI shall be
renumbered Articles IX, X, XI and XII and a new

Article VIII shall be added as follows:

"VIII. Assumption of Obligations under IOC
Agreement.

CFLC0 hereby acknowledges that it has
taken communication of the IOC Agreement
and it hereby assumes, to the entire
exoneration of Twinco, the obligations of
Twinco contained therein except as contained
in Article 3 thereof, in consideration for
which Twinco undertakes to remit to CFLCO,
as and when received, all amounts paid to
it by IOC pursuant to Article 3.02 of the
IOC Agreement. In the event IOC defaults
in any of its obligations contained in
Sections 3.02, 3.03, .3.04 and 3.05 thereof
except to the extent such obligations may
relate to Section 3.01 thereof, Twinco
undertakes to take such action to enforce same
as CFLCo shall direct in writing and which shall
not be at variance with any applicable provision
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of the IOC Agreement. Furthermore,
should the circumstances contemplated
in the second sentence of Article
3.05 occur, Twinco undertakes to
consult with CFLC0 and to act in
accordance with its instructions with
respect to any written agreement with
IOC reducing or eliminating the
Normal Service Charge."

2.- Except as otherwise amended hereby, the parties
acknowledge that the Operating Lease of November 30th, 1967,
is in full force and effect.

3.- INTERVENTIONS

HERETO INTERVENED HIS HONOUR THE HONOUBABLE
GORDON A. WINTER, Lieutenant-Governor of the Province of
Newfoundland in Council hereinafter called the "Government",
which expression shall, unless the context otherwise requires,
mean the Government for the time being of the said Province,
who declares:

a That the Government hereby consents to this
Amendment to Operating Lease;

b That it makes no warranty as to the title of
Twinco or CFLCo, nor does it establish any
privity of contract with Twinco or CFLC0, nor
does it undertake any obligations to any or all
of them, nor shall it by its intervention be
deemed to have made any such warranty, to have
established any such privity of contract, or to
have undertaken any such obligations;
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AND HERETO ALSO INTERVENED IRON ORE COMPANY OF
CANADA which, under reserve of all rights under its
Amended Power Contract with Twinco, hereby consents to
this Amendment to Operating Lease;

AND HERETO ALSO INTERVENED WABUSH IRON CO. LIMITED,
THE STEEL COMPANY OF CANADA, LIMITED and DOMINION FOUNDRIES
AND STEEL, LIMITED, which companies, under reserve of all
their rights under their Amended Power Contract with Twinco,
hereby consent to this Amendment to Operating Lease.

IN WITNESS WHEREOF, his Honour the Lieutenant-Governor
in Council has caused the Great Seal of the Province of
Newfoundland to be affixed hereto and has signed this
Amendment to Operating Lease as intervenor and the
parties hereto and the other intervenors have caused their
Corporate Seals to be affixed hereto in the presence of their
respective officers duly authorized for the purposes hereof
as of the date first above written.

BY HIS HONOUR’S COMMAND

Màrn–c tcr o– ncayjrnA-h4rric.
cv

CHURCHILL FALLS LABRADOR
ION LIMITED

Wi

c
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TWIN FALLS POWER CORPORATION

a

/
;

Witness *2

L/w-mIL

L
Witness

JftA1 &acL
Witness

Atte&’77 /J-c-
WABUSH IRON CO. LIMITED

THE STEEL COMPANY OF CANADA,
LIMITED

By: rLqr
VICE .RESIDEN I.

And: 1
VKt- RESIDEN1&NdI’SEyETARY

DOMINION FOUND ES AND STEEL,
LIMITED

___

- 1

____

By:

And:

Witness

IRON ORE COMP OF CANADA

By:__

__ _

Assistant Secre sj
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SECOND AMENDMENT TO OPERATING LEASE entered

into as of the 10th day of November 1981.

BETWEEN: CHURCHILL FALLS (LABRADOR) CORPORATION
LIMITED (hereinafter called "CF(L)Co"),
a company incorporated under the laws of
Canada and having its head office at the
City of St. John's, in the Province of
Newfoundland,

OF THE FIRST PART,

AND: TWIN FALLS POWER CORPORATION LIMITED
(hereinafter called "Twinco"), a company
incorporated under the laws of Canada and
having its head office at the City of St.
John's, in the Province of Newfoundland,

L c--- OF THE SECOND PART.

LIEUTENANT- GOVERNOR

WHEREAS the parties hereto entered into an

Operating Lease made as of the 30th day of November, 1967,

and registered at the Registry of Deeds of Newfoundland

on the 11th day of December, 1967, in Volume 916 at Folios

250-259; and

WHEREAS the Operating Lease was amended by

Amendment to Operating Lease made as of the 1st day of

July, 1974, and registered at the Registry of Deeds for

Newfoundland on the 21st day of September, 1976, in

Volume 2131 at Folios 108-114; and

WHEREAS the parties hereto desire to effect

certain further amendments to the Operating Lease resulting

from the construction of the Fourth Expansion (hereinafter

defined) and Twinco's undertaking to operate same as more

fully set forth in its Agreement (hereinafter called

the "Fourth Expansion Agreement") with Iron Ore Company

of Canada (hereinafter called "bC") made as of

November 10th, 1981.
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NOW, THEREFORE, THIS SECOND AMENDMENT TO
OPERATING LEASE WITNESSETH:

1. The Operating Lease as amended is hereby
further amended as follows:

a The following sub-paragraph is added to
paragraph 1 of Article I immediately
following sub-paragraph 1.3, namely:

"1.4. "Fourth Expansion" shall mean those
additional facilities, machinery, equipment
and property installed or added during 1981
at the step-down station owned by Twinco
near Wabush Lake and which shall include
without limitation:

1 one outdoor 35-47-65 MVA 230 XV-
46 KY transformer the "Transformer"
with copper windings in lieu of
aluminum,

ii one set of spare parts including one
high voltage bushing, one low voltage
bushing, one HY neutral bushing and
one set of gaskets,

iii one 46 KY breaker, and

iv all ancillary equipment necessary or
desirable for the installation and
commissioning of the foregoing
indicating without limitation,
associated protective relays and
meters, fire pads and fire walls."



b Wherever in the Operating Lease as amended
there is reference, subsequent to Article I,
to "the Third Expansion", namely, in Articles
III, IX and X, there shall be added immediately
thereafter the words "and the Fourth Expansion".

Cc Subject to the foregoing paragraph b of this
clause 1, Articles IX, X, XI and XII of the
Operating Lease as amended shall be renumbered
Articles X, XI, XII and XIII and a new Article
IX shall be added as follows:

"IX. Assumption of Obligations under Fourth
Expansion Agreement:

CFLCo hereby acknowledges that it
has taken communication of the
Fourth Expansion Agreement and it
hereby assumes, to the entire
exoneration of Twinco, the obligations
of Twinco contained therein except as
contained in Article 3 thereof, in
consideration for which Twinco
undertakes to remit to CFLCo, as
and when received, all amounts paid
to it by IOC pursuant to Article 3.02
of the Fourth Expansion Agreement.
In the event IOC defaults in any of
its obligations contained in Section
3.02, 3.03, 3.04 and 3.05 thereof
except to the extent such obligations
may relate to Section 3.01 thereof,
Twinco undertakes to take such action
to enforce same as CFLCo shall
direct in writing and which shall not
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be at variance with any applicable
provision of the Fourth Expansion
Agreement. Furthermore, should the
circumstances contemplated in the
second sentence of Article 3.05
occur, Twinco undertakes to consult
with CFLCo and to act in accordance
with its instructions with respect
to any written agreement with bc
reducing or eliminating the Normal
Service Charge."

2. Except as otherwise amended hereby,
the parties acknowledge that the Operating Lease of
November 30th, 1967, as amended by Amendment to
Operating Lease of July 1, 1974, is in full force
and effect.

3. INTERVENTIONS

HERETO INTERVENED HIS HONOUR THE
HONOURABLE W. ANTHONY PADDON, Lieutenant-Governor of
the Province of Newfoundland in Council hereinafter
called the "Government", which expression shall,
unless the context otherwise requires, mean the
Government for the time being of the said Province,
who declares:

Ca That the Government hereby consents to
this Second Amendment to Operating Lease;

b That it makes no warranty as to the title
of Twinco or CFLCo, nor does it establish
any privity of contract with Twinco or
CFLCo, nor does it undertake any obligations
to any or all of them, nor shall it by its
intervention be deemed to have made any
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such warranty, to have established any such
privity of contract, or to have undertaken
any such obligations;

AND HERETO AJ..SO INTERVENED IRON ORE COMPANY
OF CANADA which, under reserve of all rights under its
Amended Power Contract with Twinco, hereby consents to
this Second Amendment to Operating Lease;

AND HERETO ALSO INTERVENED WABUSH IRON CO.
LIMITED, THE STEEL COMPANY OF CANADA, LIMITED and
DOMINION FOUNDRIES AND STEEL, LIMITED, which companies,
under reserve of all their rights under their Amended
Power Contract with Twinco, hereby consent to this
Second Amendment to Operating Lease.

IN WITNESS WHEREOF, his Honour the Lieutenant-
Governor in Council has caused the Great Seal of the
Province of Newfoundland to be affixed hereto and has
signed this Second Amendment to Operating Lease as
intervenor and the parties hereto and the other intervenors
have caused their Corporate Seals to be affixed hereto
in the presence of their respective officers duly
authorized for the purposes hereof as of the date first
above written.

BY HIS HONOUR’S COMMAND

Lieutenant- Governor

CHURCHILL FALLS LABRADOR
CORPORATIQ LIMITED

By:

______________________________

WCJ$ ..tta-n1’a-’ And:
-

-

Witness
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Witness

TWIN FALLS POWER CORPORATION
LIMITED

WABUSH IRON CO. LIMITED

Witness
Attest:

STELCO INC., formerly

C,

THE STEEL COMPANY OF CANADA,
LIMITED

LLQ
Witness /

2M,cALO-rLC
Witness

By:
Y1CE PRESIDENT.

And:

DOFASCO
DOMINION FOUNDRIES AND STEEL,
LIMITED

By:

And:

ViCE PRES;Drr

-aa:
/rMSISTMT e!w1

- -Y

By:

And:

I RON

By:

WSb..3T.

*1 -

ORE COMPANY OF CANADA

AaAL
Witnets

- 0
Att e

SECREIARY

By:



THIS AGREEMENT made at St. John’s in the Province of Newfoundland as of the
9th day of March, 1998.

BETWEEN: CHURCHILL FALLS LABRADOR CORPORATION UMITED, a
company organized under the laws of Canada and having its head
office at St. John’s in the Province of Newfoundland hereinafter
called "CFLCo" of the first part

AND NEWFOUNDLAND AND LABRADOR HYDRO-ELECTRIC
CORPORATION a corporation constituted by statute and an agent
of her Majesty the Queen in right of the Province of Newfoundland
and having its head office at Hydra Place, St. John’s in the said
Province hereinafter called "Hydra" of the second part.

WHEREAS Hydra has purchased from CFLCo certain Electricity from CFLCo’s
hydro-electric plant at Churchill Facts pursuant to the 1976 HydroJCFLCo Power
Contract;

AND WHEREAS the parties wish to terminate the 1976 Hydro/CFLCo Power Contract

and agree to a new contract for the supply and delivery of Electricity from CFLCa to
Hydra upon the terms and conditions as hereinafter set forth;

NOW THEREFORE THIS AGREEMENT WITNESSETH that the parties hereto, each,
in consideration of the premises and of the covenants, agreements and declarations
made herein by the other, covenant, agree and declare as follows:

ARTICLE I
INTERPRETATION

1.0 In this Agreement, unless the context otherwise requires, the following words
and phrases shall have the following meanings:



a "Amount of Energy on Order" for a period means the Amount of Power on
Order multiplied by the Load Factor prescribed in Article 3 multiplied by

the number of hours in the period;

b ulAmoUnt of Power on Order" means the amount of kilowatts prescribed in
Article 3;

c "Basic Contract Demand" means, in respect of any month, the number of
kilowatthours obtainable, calculated to the nearest 1/100 of a billion

kilowatthours, when the annual Amount of Energy on Order is multiplied

by the number which corresponds to the number of days in the month
concerned and the result is then divided by the number which
corresponds to the number of days in the year concerned.

d "Delivery Point" means the point or points at which delivery of the Energy

is to be made hereunder, and includes, collectively, all of such points;

e "Effective Delivery Point" means that point on the transmission lines from
CFLCo’s hydro-electric plant in Churchill Falls towards the Province of
Quebec which is at the height of land, about opposite present Mile 148.8
on the Quebec North Shore and Labrador Railway, which is the presumed
watershed between the St. Lawrence River and the Churchill River, or
such other point on such transmission lines as may be determined by
CFLCo;

f "Electricity" includes Power and Energy;

g "Energy" means the amount of Power taken during a given period of time
and measured in kilowatthours;
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h "Force Majeure" means
i any fortuitous event, act of governmental authority, act of public

enemies, war, invasion or insurrection, riot, civil disturbance, labour
trouble, strike; or

ii any flood, fire, shortage of labour, or of materials or of transport or
other cause of inability to perform or delay in performing obligations
hereunder which, in each such event, is beyond the reasonable
control of the party or parties affected;

i "Hydra-Quebec" means the corporate body duly incorporated and
regulated by Hydro-Quebec Act, Chapter H-5, Revised Statutes of
Quebec and having its head office at the City of Montreal in the Province
of Quebec and includes its successors and assigns;

j "Load Factor" means for any period, the ratio, expressed as a percentage,
of the average Power over that period to the Maximum Power in that
period:

k "Maximum Power" means the greatest amount of Power averaged over a
period of thirty 30consecutive minutes during the appropriate month or
part of a month, as the case may be;

I "Month" means a calendar month;

m "Power" means the amount of Electricity delivered at any instant of time
measured in kilowatts; and
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n "1976 Hydro/CFLCo Power Contract" means the Power Contract
executed and delivered as of September 1, 1976 by and between Hydro
and CFLCo as amended from time to time.

1.02 All references to dollar amounts and all references to any other money amounts
herein are, unless specifically otherwise provided, expressed in terms of coin or
currency of Canada which at the time of payment or determination shall be legal tender
in Canada for the payment of public and private debts.

1.03 Words herein importing the singular number shall include the plural and vice
versa, and words importing the masculine gender shall include the feminine and neuter

genders.

1.04 Where a word is defined anywhere in this Agreement, other parts of speech and
tenses of the same word have corresponding meanings.

4,

1.05 Wherever in this Agreement a number of days is prescribed for any purpose, the
days shall be reckoned inclusively of the first and exclusively of the last.

1.06 Whenever this Agreement requires a notice to be given or a request to be made
on a Sunday or legal holiday, such notice or request may be given or made, on the first
business day occuning thereafter, and, whenever in this Agreement the time within
which any right will lapse or expire shall terminate on a Sunday or legal holiday, such
time will continue to run until the next succeeding business day.

1.07 The headings of all of the Articles are inserted for convenience of reference only
and shall not affect the construction or interpretation of this Agreement.

-4-



1.08 Any reference in this Agreement to an Article or a Clause shall, unless the
context otherwise specifically requires, be taken as a reference to an Article or Clause

of this Agreement.

1.09 This Agreement may be executed in two or more counterparts, each of which
when so executed shall be deemed to be an original, but all of such counterparts

together shall constitute one and the same instrument.

ARTICLE 2
TERM OF AGREEMENT

2.01 The term of this Agreement runs from and including March 9, 1998 to and
including 31 August, 2041.

ARTICLE 3
AMOUNT OF ELECTRICITY AND DELIVERY THEREOF

3.01 The Amount of Power on Order is 300,000 kilowatts and the Load Factor is
ninety percent 90% per month. The aggregate amount is not to exceed 2.362 billion
kilowatthours in a year.

3.02 Subject to the provisions of this Agreement, CFLCo will deliver to Hydro at the
Delivery Points prescribed by or under Clause 3.03, such quantity of Electricity that if
transmitted to and measured at the Effective Delivery Point, would amount to the
Amount of Power on Order and Amount of Energy on Order.
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3.03 The Electricity referred to in Clause 3.02 shall be delivered by CFLCo to Hydro

at the following Delivery Points:

1 The CFLCo 230,000 volt bus at Churchill Falls;

2 The metered locations of various Hydro customers being supplied by the
13.8 kV distribution system owned by CFLCo;

3 The metered locations of various Hydro customers being supplied by the
66 kV sub-transmission system owned by CFLCo;

4 The Effective Delivery Point; and

5 Any other points mutually agreed to from time to time between CFLCo
and Hydro pursuant to Clause 3.05.

Provided, however, that the sum of the amounts of Electricity delivered at the Delivery
N

Points shall not exceed the amount specified in Clause 3.02, subject to any surplus
energy sold to Hydro pursuant to Clause 5.

3.04 For the purpose of determining the equivalent amount of Electricity delivered to
Hydro at the Effective Delivery Point the amount of Electricity delivered at each of the
Delivery Points shall be increased or decreased at that Delivery Point by the quantity of
transmission losses or gains, as the case be, between the Effective Delivery Point and
the Delivery Point.

3.05 Subject to Clause 7.01, CFLCo will, on the written request of Hydro made from
time to time, change any of the Delivery Points prescribed in Clause 3.03 or add one or
more new Delivery Points, but if any such change or addition requires the installation of

-6-



additional facilities, or obliges CFLCo to incur any other costs or expenses, such
facilities will be furnished and installations made at the expense of Hydro.

3.06 The Electricity delivered to Hydro under this Agreement shall be only for
consumption outside of the Province of Quebec.

ARTICLE 4
PRICE OF POWER AND ENERGY

401 Subject to the other provisions of this Agreement, Hydro shall pay to CFLCo for

the right to use and for the use of the Electricity of CFLCo the sum of the amounts

prescribed in accordance with the Clauses of this Article 4 from and including Clause
4.02 to and including Clause 4.07.

4.02 Hydro shall pay to CFLCo each Month from March 9, 1998 to September 1,
2041, an amount to be determined:

a by multiplying the Basic Contract Demand for that Month by 66.67% of the
applicable rate set out in Clause 4.03 whether or not the Amount of
Energy on Order for the Month is taken or made available;

b by multiplying the amount of Energy taken at the Effective Delivery Point
by Hydro for that Month by 33.33% of the applicable rate set out in Clause
4.03; and

c by adding the amounts computed in accordance with paragraphs a and
b of this Clause 4.02.
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4.03 The applicable rates per kilowatthour for the Electricity of CFLCo shall be:
/

a $0.0027202 from and including March 9, 1998 to and including 31 August,
2001;

b $O.0025426 from and including 1 September, 2001 to and including 31
August, 2016; and

c $0.0020000 from and including 1 September, 2016 to and including 1
September, 2041.

4.04 Hydro shall pay to CFLCo that portion of the interest payments due by CFLCo
on its debt obligations which CFLCo would, under its contract arrangements with
Hydro-Quebec subsisting on 1 September, 1976, have received from Hydro-Quebec in
respect of the Amount of Energy on Order, if that Energy had not been recaptured from
Hydro-Quebec.

4.05 Payments under Clause 4.04 in respect of any debt obligation of CFLCo each
consisting of all amounts then outstanding on account of that debt obligation, shall be
made by Hydro at least three business days prior to the date upon which the interest on
such debt obligation is required to be paid by CFLCo, whether that date is monthly,
quarterly, half-yearly or yearly.

4.06 If, as a result of the recapture by CFLCo from Hydro-Quebec of the whole or
any part of the Amount of Energy on Order the price payable to CFLCo by Hydro
Quebec for Energy is reduced by Hydro-Quebec during the period of the recapture
notice in accordance with contract arrangements between CFLCo and Hydro-Quebec
in effect at the date of the execution and delivery of this Agreement, then, from and
including the date that such reduction becomes effective and thereafter during the
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recapture notice period, which shall not exceed three years, Hydro shall, on notice of
any such reduction given by CFLCo to Hydro, pay to CFLCo amounts necessary to
indemnify GFLCo in respect of such reduction, and each such amount shall be

a an amount sufficient to bring the payment received by CFLCo from
Hydro-Quebec up to the sum CFLCo would have received from Hydro
Quebec; and

b paid on or before the date that such amount would have been paid by
Hydro-Quebec,

if the Amount of Energy on Order or part thereof, as the case may be, had not been
recaptured from Hydro-Quebec.

4.07 This Agreement shall be construed towards the end that during the term thereof
Hydro shall pay to CFLCo for the Electricity to be delivered to it by CFLCo hereunder
the same price as would have been paid to CFLCo by Hydro-Quebec, in accordance
with contract arrangements between CFLCo and Hydro-Quebec in effect at the date
of the execution and delivery of this Agreement if such Electricity had, from the
beginning of such contract arrangements, been sold continuously to Hydro-Quebec,
without any reduction in the price that would have been paid under such contract
arrangements if such Electricity had not been recaptured and a notice of recapture had
not been given in respect of it, and if in respect of any period the sum of the amounts to
be paid by Hydro to CFLCo under this Agreement is less or greater than the price that
would have been so paid by Hydro-Quebec in accordance with such contract
arrangements in respect of the same period, then, the price to be paid by Hydro to
CFLCo hereunder shall be adjusted by way of increase or decrease to equalize it with
the price that would have been so paid by Hydro-Quebec for the same amount of
Electricity in respect of the same period.
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ARTiCLES
SURPLUS ENERGY

5.01 CFLCo agrees to deliver to Hydro when requested up to and including
December 31, 2014, interruptible Energy from its generating facilities resulting from

under utilization of Energy reserved for its existing obligations when, in the sole

discretion of CFLCo, it can be made available, and the price of such Energy shall be
determined in the manner prescribed in Clause 5.02.

5.02 The rates for any Energy supplied to Hydro pursuant to this Article 5, shall be
33% of the rates prescribed in Clause 4.03. At the end of each four year review period
as defined under the terms of the Power Contract between CFLCo and Hydro-Quebec
dated May 12, 1969 the Power Contract", the Energy Payable as defined under the
terms of the Power Contract shalt be compared to the Annual Energy Base as
determined pursuant to the Power Contract the ‘AEB" If the Energy Payable for the
period is less than the AEB, then Hydro shall pay 66% of the rates prescribed in Clause
4.03 on the amount of Energy that is equal to the difference between the Energy
Payable for the period and the AEB, up to a maximum of the amount of Energy taken
pursuant to this Article 5.

ARTICLE 6
MONTHLY BILL

6.01 Except where otherwise expressly provided in this Agreement, CFLCo will
render its accounts monthly, and Hydro will make payment in lawful money of Canada
at CFLCo’s office at St. John’s, Newfoundland or at any such other place as CFLCo
may designate, and Hydro will make payment of every such bill within 15 days after the
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date on which any such account was rendered without abatement or set off
whatsoever except for credits or adjustments, if any, included in the account.

ARTICLEJ
METERING

7.01 Metering equipment and meters to register the Electricity taken by Hydro under
this Agreement, shall be of a type approved by the appropriate Department of the
Government of Canada, shall be furnished by CFLCo, and, if required to be located
on Hydro’s premises, shall be installed by CFLCo in a suitable place satisfactory to
CFLCo and provided by Hydro, and shall be installed in such manner as to register
accurately the total amount of Electricity taken by Hydro under this Agreement.

7.02 Hydro shall have the right, at its own expense, to install, equip and maintain
check meters adjacent to the meters of CFLCo.

7.03 Wherever the metering equipment may be installed the readings of the meters
will be increased or decreased as is appropriate to compensate for transmission losses
between the point of metering and the Delivery Point.

7.04 Authorized employees of CFLCo shall have the right to access all such meters
at all reasonable times for the purpose of reading, inspecting, testing, repairing or
replacing them.

7.05 Should any meter fail to function or to register accurately, CFLCo shall promptly
adjust, repair or replace the same.

7.06 Should any meter fail to register accurately, CFLCo may charge for the
Electricity supplied during the period when the registration was inaccurate, either,
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a on the basis of the amount of Electricity charged for

i during the corresponding term immediately succeeding or
preceding the period of alleged inaccurate registration, or

ii during the corresponding term in the previous calendar year; or

b on the basis of the amount of Electricity supplied as established by
available evidence,

whichever basis appears most fair and accurate.

7.07 The amount of Electricity taken at the Effective Delivery Point by Hydro under
this Agreement shall be determined using the methodology established in Appendix "A"
of this Agreement.

-C-

ARTICLE 8
LIABILITY FOR SERVICE

8.01 The Electricity herein contracted for will be made available for use by Hydro
during 24 hours on each and every day of the term of this Agreement.

8.02 Either party may at any time discontinue or reduce the supply or taking of
Electricity under this Agreement for the purpose of safeguarding human life or
protecting its facilities from major damage but only to the extent necessary for such
purpose.

8.03 No event of Force Majeure or of default hereunder shall give rise to, or result in,
the termination of this Agreement.
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8.04 Subject to Clause 4.07, events of Force Majeure shall have the effect of abating
to the extent thereby not earned any payments provided for in this Agreement.

8.05 Subject to Clause 4.07, should either or both parties to this Agreement by reason
of Force Majeure be prevented or delayed in the performance of any of its or their
obligations hereunder, such party or parties shall not on that account be subject to any
penalty under the provisions hereof or incur any liability to the other, but shall
nonetheless perform such obligation as soon and to as full an extent as possible.

ARTICLE 9
CONSTRUCTION OR INSTALLATION OF TRANSMISSION

LINES OR APPARATUS

9.01 For the purpose of using the Electricity to be supplied by CFLCo, Hydro shall at
its expense furnish and install properly designed and suitable apparatus in accordance
with good engineering practice, and shall at all times operate and maintain such
apparatus so as to avoid causing any undue disturbance on the system of CFLCo.

9.02 If, at any time during the term of this Agreement, CFLCo or Hydro desires to
improve the continuity of service to any of their customers, CFLCo and Hydro will co
operate and use their best endeavours to carry out the improvements either by changes
to existing equipment or additions to the original installations of either CFLCo or
Nydro.
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ARTICLE 10
y*

RESPONSIBILITY FOR DAMAGES

10.01 CFLCo shall assume all obligations, risks and responsibilities for and shall
forever indemnify and save Hydro harmless from and against any and all claims that
may be made by third persons for injuries or damages to persons or property caused in
any manner by electric current on or induced from the transmission circuits of CFLCo
on CFLCo’s side of the Delivery Point up to and including the Delivery Point, or by the
presence or use of CFLCo’s equipment, unless such injuries or damages are caused
by the negligence of Hydro or any of its employees.

10.02 Hydro shall assume all obligations, risks and responsibilities and shall forever
indemnify and save CFLCo harmless from and against any and all claims that may be
made by third persons for injuries or damages to persons or property caused in any
manner by electric current on or induced from the transmission circuits of Hydro on
Hydro’s side of the Delivery Point or by the presence or use of Hydro’s equipment,
unless such injuries or damages are caused by the negligence of CFLCo or any of its
employees.

10.03 Subject to Clauses 10.04 and 10.05, neither party to this Agreement shall make
any claim upon the other by reasons of one party’s circuit and system being damaged
or rendered inoperative for any period as a result of an occurrence on the circuits and
system of the other party.

10.04 If any of the transmission lines or apparatus installed by CFLCo on Hydro’s
premises should be destroyed or damaged by the negligence of Hydro, its servants or
agents, Hydro shall reimburse CFLCo for the cost of their replacement or repair.
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10.05 If any of the transmission lines or apparatus installed by Hydro on the premises
of CFLCo should be destroyed or damaged by the negligence of CFLCo, its servants

or agents, CFLCo shall reimburse Hydro for the cost of their replacement or repair.

ARTICLE 11

MODIFICATION OF AGREEMENT

11.01 Al! previous communications between the parties to this Agreement, either oral
or written, with reference to the subject matter of this Agreement, are hereby abrogated
and this Agreement shall constitute the sole and complete agreement of the parties
hereto in respect of the matters herein set forth.

11.02 Any amendment to or change or modification of this Agreement shall be binding
upon the parties hereto to either of them only if such amendment, change or
modification is in writing and is executed by affixing to it the common seal of each of the
parties to this Agreement in the presence of its duly authorized officers and in
accordance with its regulations or by-laws.

ARTICLE 12
TERMINATION OF 1976 HYDROICFLCO POWER CONTRACT

12.01 Hydro and CFLCo hereby covenant and agree that the 1976 Hydro/CFLCo
Power Contract shall terminate when this Agreement comes into effect pursuant to
Article 2 of this Agreement.
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ARTICLE 13
SUCCESSORS AND ASSIGNS

13.01 This Agreement shall be binding upon and enure to the benefit of the parties

hereto and their respective successors and assigns.

ARTICLE 14
APPLICABLE LAW AND FORUM

14.01 This Agreement shall be governed by and interpreted in accordance with the
laws of the Province of Newfoundland and every action or other proceeding arising
hereunder shall be determined exclusively by a court of competent jurisdiction in the
said Province, subject to the right of appeal up to the Supreme Court of Canada, where
such appeal lies.

ARTICLE 15
ADDRESS FOR SERVICE

15.01 Subject to Clause 15.02 and 15.03, any notice, request or other instrument
which is required or permitted to be given, made or served under this Agreement by
either of the parties hereto shall be given, made or served in writing and shall be served
personally, sent by fax or mailed by prepaid registered post, addressed, if service is to
be made

a on CFLCo, to

Churchill Falls Labrador Corporation Limited
Hydro Place
St. John’s, Newfoundland
Fax: 709 737-1782

ATrENTION: The Secretary
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b on Hydra, to

Newbundland and Labrador Hydra
Hydro Place
St. John’s, Newfoundland
Fax: 709 737-1782

ATTENTION: The Secretary

15.02 Any notice, request or other instrument made pursuant to Clause 15.01 shall be

deemed to have been received by the party hereto to which it is addressed, if
personally served on the date of delivery, if mailed three business days after the time of
its being so mailed, or if sent by fax on the day following the date of delivery.

15.03 Either of the parties hereto may change the address or fax number to which a
notice, request or other instrument may be served personally, mailed or faxed to it by
giving to the other party to this Agreement notice of such change, and, thereafter, every
notice, request or other instrument shall be served personally, mailed or faxed in the
manner prescribed in Clause 15.01 on or to such party at the new address or fax
number.

IN WITNESS WHEREOF Churchill Falls Labrador Corporation Limited and
Newfoundland and Labrador Hydra-Electric Corporation has each executed this
Agreement by causing its common seal to be affixed hereto in accordance with its by
laws or regulations and in the presence of its duly authorized officers, the day and year
first above written.
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The Common Seal of
Churchill Falls Labrador
Corporation Limited was
hereunto affixed in the
preser3pe of:

Witness

CHURCHILL FALLS LABRADOR
CORPORATION LIMITED

The Common Seal of
Newfoundland and Labrador
Hydro-Electric Corporation
was hereunto affixed in
the presence of:

Witness

NEWFOUNDLAND AND LABRADOR HYDRO
ELECTRIC CORPORATION

By

Title:

S
-4

27ze.er, ‘

v’i -A, £
And

Title: -seJj

1

Title: Q.iD1-ev
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APPENDIX "A"

Metering Methodology

Meter Readings Refer to Drawing - Labrador Load Metering

CF1 - 230 kV Energy to Wabush Measured at Churchill Falls
CF2- 138 kV Energy to Happy Valley Measured at Churchill Falls
CF3- Hydro Customers in Churchill Falls
Wi - 46 kV Total energy to Iron Ore Company of Canada 10CC at Wabush

Terminal Station T.S.
W2 - 46 kV Total energy to Wabush Mines at Wabush T.S.
W3 - 46 kV Total energy to Fermont for Hydro-Quebec at Wabush 1. S.
W4 - 46 kV Total energy to Labrador City and Wabush for Hydra at Wabush

T.S.

Calculations Applied to Meter Readings

1. Determine TWINCo Twin Falls Power Corporation consumption at Churchill
Falls

a 10CC Energy from TWINCo

Add together all half hour energy readings from Wi associated with a
demand up to and including 160 MW.

b Wabush Mines Energy from TWINCo

Add together all half hour energy readings from W2 associated with a
demand up to and including 53.6 MW.

c TWINCO Customers’ Energy Consumption at Wabush T.S.

Add together 10CC Energy from TWINCo and Wabush Mines Energy
from TWINCo.

d TWINCo Consumption at Churchill Falls

Multiply TWINCo Customers’ Energy Consumption at Wabush by the ratio
of 1 .053. 1.053 is the ratio of the TWINCo power at Churchill Falls of 225
MW to the TWINCo contracted energy delivery of 213.6 MW.
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2. Determine Hydro and Hydro-Quebec Consumption at Churchill Falls for Wabush
T.S.

a Hydro and Hydro-Quebec toad at Wabush T.S.

Add together meter readings Wi, W2, W3 and W4 and subtract 10CC
Energy from TWINCo and Wabush Mines Energy from TWINCo.

b Hydro and Hydro-Quebec Consumption at Churchill Falls for Wabush T.S.

Subtract TWINCo Consumption at Churchill Falls from CF1.

c Hydro and Hydro-Quebec Line Losses to Wabush T.S.

Subtract Hydro and Hydro-Quebec load at Wabush T.S. from Hydro and
Hydro-Quebec Consumption at Churchill Falls for Wabush T.S.

d Hydro-Quebec Line Losses to Wabush T.S.

Multiply Hydro and Hydro-Quebec Line Losses to Wabush T.S. by the
ratio of W3 to Hydro and Hydro-Quebec Load at Wabush T. S.

e Hydro-Quebec Consumption at Churchill Falls for Wabush T.S.

Add together Hydro-Quebec Line Losses to Wabush T.S. and W3.

f Hydro Consumption at Churchill Falls for Wabush T.S.

Subtract Hydro-Quebec Consumption at Churchill Falls for Wabush T.S.
from Hydro and Hydro-Quebec Consumption at Churchill Falls for
Wabush T.S.

3. Determine Hydro Consumption at Churchill Falls for Happy Valley T.S.

a Determine 230/138 kV transformers’ No Load Losses

These are constant at 27,010 kWh per month.

b Determine 230/138 kV Transformer’s Load Losses

Calculated by squaring meter reading CF2 and multiplying the result by
the constant factor 9.917 x 10.11.
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c Hydro Consumption at Churchill Falls for Happy Valley T.S.

Add tàgether the 230/138 kV transformer’s No Load and Load Losses
with meter reading CF2.

4. Determine Hydro Consumption at Churchill Falls for Churchill Falls

Multiply meter reading CF3 by 1.07. 7 percent represents the distribution losses
in Churchill Falls.

5. Determine Hydro Consumption at Churchill Falls

Add together Hydro Consumption at Churchill Falls for WÆbush, Happy Valley
and Churchill Falls.

6. Determine Hydro Eguivalent Consumption at the Effective Delivery Point

Divide Hydro Consumption at Churchill Falls by 1.023036. 2.3036 percent is the
average energy lost between the Churchill Falls 230 kV bus and the Effective
Delivery Point as determihed by load flow analysis.

7. Total Energy taken by Hydro at the Effective Delivery Point

Add Hydro Equivalent Consumption at the Effective Delivery Point to Hydro
Quebec Purchase from Hydro at the Effective Delivery Point as determined in
Annex IV of the Hydro-Quebec/Hydro agreement dated March 9, 1998.
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AMENDED AND RESTATED PURCHASE AND SALE AGREEMENT made as
of February 19, 2001.

AMONG: HYDRO-QUEBEC, a corporate body duly incorporated and
regulated by the Hydro-Québec Act, Chapter H-5, Revised
Statutes of Quebec, an agent of the Crown in right of the
Province of Quebec, and having its head office at the City of
Montreal in the Province of Quebec,

(hereinafter called "HQ")

AND: NEWFOUNDLAND AND LABRADOR HYDRO, a
corporation constituted by statute, an agent of Her Majesty
the Queen in right of the Province of Newfoundland and
Labrador, and having its head office at the City of St. John's,
in the Province of Newfoundland and Labrador,

(hereinafter called "N&LH")

(HQ and N&LH are hereinafter individually referred to as the
"Party" and collectively as the "Parties")

AND: CHURCHILL FALLS (LABRADOR) CORPORATION
LIMITED, a company incorporated under the laws of Canada
and having its head office at the City of St. John's, in the
Province of Newfoundland and Labrador,

(hereinafter called the "lntervenant")

WHEREAS HQ, N&LH and the Intervenant entered into a Purchase and Sale
Agreement dated as of March 9, 1998, as supplemented by the appendix to the
Purchase and Sale Agreement and annexes thereto (collectively, the "Purchase
and Sale Agreement");

WHEREAS by Notice of Recapture and Waiver between the lntervenant and HQ
dated as of March 9, 1998 (the "Notice"), the Intervenant has recaptured an
additional quantity of power and energy which, together with all power and
energy already recaptured by the Intervenant, constitutes 300 MW or 2.362 TWh
per year, being the maximum quantity of power and energy available for
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recapture by the Intervenant pursuant to Section 6.6 of the Power Contract,
dated March 12, 1969 signed by HQ and the lntervenant (the "Contract");

WHEREAS pursuant to an agreement dated March 9, 1998 between the
Intervenant and N&LH (the "N&LH PPA"), the Intervenant has agreed to sell to
N&LH, and N&LH has agreed to purchase, all of such recaptured quantity of
power and energy;

WHEREAS N&LH utilizes a portion of the total recaptured quantity for sales in
Labrador (the "Labrador Load"), the amount of which may vary from time to time;

WHEREAS while this Agreement is in effect, N&LH agrees not to use any
portion of the said recaptured quantity for sales outside Labrador except
quantities sold to HQ;

WHEREAS N&LH has offered to sell to HQ, and HQ agrees to purchase for the
price and on the terms set forth herein, the Yearly Quantity (as defined herein);

WHEREAS HO, N&LH and the Intervenant wish to amend and restate the
Purchase and Sale Agreement as set forth below (the amended and restated
Purchase and Sale Agreement is referred to herein as the "Agreement"); and

NOW, THEREFORE, the Parties agree as follows:

1. PURCHASE AND SALE COMMITMENT

HQ commits to purchase from N&LH and N&LH commits to sell to HQ the
Yearly Quantity (as defined herein) at the Delivery Point (as defined
herein) during the Delivery Period (as defined herein).

2. DELIVERY PERIOD

The deliveries shall start at 00:00:00 (Quebec time) on March 9, 1998 and
shall terminate at 23:59:59 (Quebec time) on March 31, 2004 (the
"Delivery Period").

3. RENEWAL OF AGREEMENT

With respect to the continued sale of the Yearly Quantity under the terms
of this Agreement after 00:00:00 (Quebec time) on April 1 , 2004, the
Parties hereby undertake to negotiate in good faith the applicable prices
and conditions for all available energy at the Delivery Point taking into
account the level of firm year-round power which will be made available to
HQ by N&LH. The Parties shall commence negotiations for the renewal of
this Agreement by October 1, 2003.
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4. YEARLY QUANTITY

During the Delivery Period, N&LH shall make available to HO at the
Delivery Point (as defined herein) a yearly quantity of power and energy in
MWh equal to 300 MW at a maximum annual load factor of 90% (being
2.362 TWh), less the Labrador Load (the "Yearly Quantity").

5. CHARACTERISTICS OF YEARLY QUANTITY

5.1 The Yearly Quantity shall be the yearly total of the monthly quantities of
power and associated energy calculated at the Delivery Point, as follows:
300 MW at a maximum load factor of 90% for the month, less the
Labrador Load and losses for the applicable month.

5.2 For the period commencing at 00:00:00 (Quebec time) on March 9, 1998
and ending at 23:59:59 (Quebec time) on March 8, 2001, (i)
notwithstanding anything in the contrary contained in this Agreement, the
Parties (and the Intervenant) hereby confirm that HQ shall not be obliged
under the Agreement to pay more than a maximum aggregate amount of
$78.90 M (being 3,549,737 MWh x 93% (100% minus Applicable Losses
of 7%) x $23.90/MWh) for the first 3,549,737 MWh delivered under the
Agreement; and (ii) the power and associated energy delivered pursuant
to the Agreement during such period and after the aggregate amount of
$78.90 M is achieved shall be sold to HQ at a $2.7202/MWh price at the
Delivery Point, without applying the Applicable Losses provided for in
Section 6.

5.3 For the period commencing at 00:00:00 (Quebec time) on March 9, 2001
and ending at 23:59:59 (Quebec time) on March 31, 2004, (I)
notwithstanding anything in the contrary contained in the Agreement, the
Parties (and the Intervenant) hereby confirm that HQ shall not be obliged
under the Agreement to pay more than a maximum aggregate amount of
$97.53 M (being 4,388,000 MWh x 93% (100% minus Applicable Losses
of 7% subject to adjustment in accordance with Section 6) x $23.90/MWh)
for the first 4,388,000 MWh delivered under the Agreement; and (ii) the
power and associated energy delivered pursuant to the Agreement during
such period and after the aggregate amount of $97.53 M (subject to
adjustment in accordance with Section 6) is achieved shall be sold to HO
at a $2.5426/MWh price at the Delivery Point, without applying the
Applicable Losses provided for in Section 6.

6. APPLICABLE LOSSES

6.1 For the purposes of this Agreement, N&LH shall deduct from the Yearly
Quantity to be invoiced to HQ the applicable losses, deemed to be at a
rate of 7%, of power and energy across the HO system associated with
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the transmission of the Yearly Quantity to HQ, subject to adjustment,
whether upward or downward, in accordance with any decision of the
Regie de /'energie (Québec), made from time to time, fixing or modifying
the rate of losses associated with the transmission service applicable to
the electric power transmission system in Quebec of TransEnergie,
("Applicable Losses").

6.2 Any new rate for transmission losses approved by the Regie de I'energie
(Québec) shall come into effect under this Agreement upon the date which
it becomes effective on the electric power transmission system in Quebec
of TransEnergie. N&LH and HQ will adjust the transmission losses
proportionately to the period covered by the applicable rate of losses fixed
or modified by the Regie do I'energie (Québec).

7. DELIVERY OF YEARLY QUANTITY

7.1 N&LH shall deliver the Yearly Quantity at the Delivery Point (as defined
herein) and shall bear any risk, cost and loss of power and associated
energy pertaining to the transmission to the Delivery Point.

7.2 HQ shall take delivery of Yearly Quantity at the Delivery Point and shall
bear any risk, cost and loss (except Applicable Losses), of power and
associated energy during the transmission from the Delivery Point.

8. DELIVERY POINT

The delivery point shall be that point on the transmission lines from the
lntervenant's hydro-electric plant in Churchill Falls towards the Province of
Quebec which is at the height of land, about opposite present Mile 148.8
on the Quebec North Shore and Labrador Railway, which is the presumed
watershed between the St-Lawrence River and the Churchill River, or
such other point on such transmission lines as may be agreed to by the
Intervenant and HQ pursuant to the terms of the Contract (the "Delivery
Point").

9. PRICE

The price applicable to the Yearly Quantity, adjusted for Applicable Losses
in accordance with Section 6, during the Delivery Period shall be 2.39
per kWh (the "Applicable Price").

10. FORECAST AVAILABILITY

N&LH shall send to HQ a forecast covering the duration of the Agreement
of the maximum monthly power and associated energy availability.
Furthermore, N&LH shall send to HQ on May 31 and November 30 of
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each year a confirmation of the said forecast. HQ shall include the monthly
forecast in its operating reserves and in the forecast of its operational load
requirements, which it provides to the Intervenant.

11. SCHEDULING, TRANSMISSION AND METERING

The scheduling and the transmission of the Yearly Quantity shall be done
under the same terms and conditions as in the Contract. The Metering of
the Yearly Quantity shall be done using the methodology established in
the Annex IV of this Agreement.

12. BILLING AND PAYMENT

12.1 N&LH shall render, as agreed by the Representatives, but at least once a
month, a bill for the portion of Yearly Quantity provided for the prior month.
The bill shall incorporate all information as may be reasonably necessary
to determine the amounts due. The portion of the Yearly Quantity provided
during a month shall be determined in accordance with the methodology
established in the Annex IV of this Agreement. Bills shall be sent as
agreed by the Representatives but no later than the 10th of each month
following the month in which the portion of Yearly Quantity was delivered.

12.2 HQ shall make the payments by electronic transfer to N&LH bank account
specified in Annex II, unless other means are agreed to by the
Representatives.

123 All amounts shown to be due on a bill shall be due and payable on the
15th day of the calendar month in which the bill is received. Any
inaccuracy in any account shall be corrected by appropriate adjustment to
a subsequent account. Interest on the amount of adjustment shall be
added or subtracted, as the case may be, at the rate specified below. For
purposes of this Section, a bill is deemed received two (2) business days
following its mailing by registered mail or on the date of actual receipt if
personally delivered or delivered by facsimile. If the due date or the 15th
day is a holiday in HQ's system or a day of the weekend, the payment is
due on the following business day.

12.4 Any amount remaining unpaid after the expiration of the period determined
under Section 12.3 shall bear interest from the due date to the date of
payment at an annual rate two percentage points higher than the prime
commercial rate per annum as in effect and announced from time to time
by the Royal Bank of Canada, or by any other Canadian chartered bank
agreed by the Representatives. Any change in such announced rate is to
be effective, for the purposes hereof, on the date on which such change is
effective.
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12.5 In the event HQ reasonably believes the amount of any bill, whether in
whole or in part is not correct, it shall give N&LH written notice to that
effect no later than thirty (30) days from receipt of the bill. The notice shall
state the amount in dispute and briefly describe the nature of such
dispute. In such event, the Parties shall use their best efforts to resolve
such dispute within a reasonable period of time not to exceed sixty (60)
days from the date of such notice. HQ will still be obligated to make timely
payment of any disputed amount. If it is ultimately determined that the
disputed amount, in whole or in part, was not properly payable to N&LH,
interest shall be due on the refunded amount from the date of the payment
to the date of the refund was made, at the rate referred to in Section 12.4.

12.6 Subject to Sections 5 and 13, HQ shall pay for all power and associated
energy made available to it at the Delivery Point by N&LH pursuant to the
Agreement, whether or not it takes delivery of all or any such power and
associated energy.

13. FORCE MAJEURE

13.1 Each Party (and the Intervenant) shall use all commercially reasonable
efforts to perform its obligations under the Agreement, but conditions may
arise which prevent or delay performance by one or the other Party (or the
Intervenant) because of causes beyond its reasonable control, including
without limiting the generality of the foregoing, flood, earthquake, storm,
lightning, fire, explosion, epidemic, war, riot, civil disturbance, labour
trouble, strike, sabotage, and restraint by court or public authority which by
exercise of due diligence and foresight, the Party (or the Intervenant)
could not be expected to avoid ("Force Majeure"). Failure of equipment to
perform adequately, or improper operation of equipment, shall not
constitute Force Majeure.

13.2 If a Party (or the Intervenant) is rendered unable to fulfil any obligations by
reason of Force Majeure, it shall be excused from performing to the extent
it is prevented or delayed from so doing including, without limitation,
obligations pursuant to Section 18, but excluding any obligation to make
payments for that portion of the Yearly Quantity delivered prior to the
event of Force Majeure. Such Party (or the Intervenant) shall exercise
commercially reasonable efforts to correct such inability with all
reasonable dispatch, and shall not be liable for injury, damage or loss
resulting from such inability. However, settlement of strikes and labour
disturbances shall be wholly within the discretion of the Party (or the
Intervenant) having the difficulty.

851203.3



-7-

14. ALTERNATIVE DELIVERY ROUTES

14.1 If for any reason HQ is unable to take delivery of the full Yearly Quantity
over the transmission facilities provided in the Contract, then the
Representatives shall use commercially reasonable efforts to arrange for
the delivery of all or part of the balance of the Yearly Quantity to be taken
over available routes and if necessary at another delivery point, under
reasonable terms. In the event N&LH makes delivery in this manner, HQ
shall bear all. of the incremental costs of the delivery above those which
would otherwise be normally incurred, including the cost of any
incremental losses on N&LH system.

14.2 If for any reason, N&LH is unable to make delivery of the full Yearly
Quantity over the transmission facilities provided in the Contract, then the
Representatives shall use commercially reasonable efforts to arrange for
the delivery of all or part of the balance of the Yearly Quantity to be made
over other available routes and if necessary at another delivery point,
under reasonable terms. In the event HQ accepts delivery in this manner,
N&LH shall bear all of the incremental costs of the delivery above those
which would otherwise be normally incurred, including the cost of any
incremental losses on the system of HQ.

14.3 If delivery is made pursuant to this Section 14, the Representatives shall
establish suitable means of measurement to determine that portion of the
Yearly Quantity delivered to HQ in this manner.

15. REPRESENTATIVES OF THE PARTIES

15.1 Each Party shall appoint at least one representative, hereinafter
collectively referred to as the "Representatives", as specified in Annex I.
Each Representative is authorized, on behalf of his respective Party, to
act to ensure delivery of and payments for Yearly Quantity in accordance
with the provisions of the Agreement. The Representatives shall have no
authority to amend the terms of the Agreement. The Intervenant will be
consulted by the Representatives when it is deemed appropriate.

16. ACCESS TO RECORDS AND DOCUMENTS

16.1 Each Party hereto shall, upon the request of the other Party's
Representative, promptly supply to the Representative any and all
documents required to substantiate any fact pertaining to the Agreement,
including in particular, but not limited to, the Metering Methodology (Annex
IV). The Representatives shall determine the scope of and the procedure
for the access to records and documents.
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16.2 Each of the Parties shall keep records and memoranda of its operations
hereunder and shall maintain such data for a period of at 'east three (3)
years after the Agreement terminates.

17. CONFIDENTIALITY

17.1 The records, documents and all other data required for auditing shall be
considered proprietary information of the supplying Party and shall be
disclosed on a need to know basis to the directors, officers, and
employees of the demanding Party. The information shall not be used for
any other purpose without prior written permission from the owner of the
information.

17.2 If, due to requirements of a governmental or judicial body of relevant
jurisdiction, a Party must release information to such body as required by
law, such Party shaH use reasonable efforts to assure that such
governmental or judicial body shall treat such information as confidential.

18. DAMAGES AND LIABILITY

18.1 Notwithstanding anything to the contrary contained herein, with respect to
suits, actions or claims by third parties related to the Agreement, each
Party hereto ("Indemnifying Party") shall indemnify and hold the other
Party hereto ("Indemnified Party"), its parent, its subsidiaries, and their
respective officers, directors, employees, and agents harmless from any
and all liability, damages, costs, and expenses arising from any suit or
cause of action regardless of the type to the extent such liability was not
caused by any intentional or negligent act or omission by the Indemnified
Party, its agents or employees.

18.2 If no remedy or measure of damages is expressly herein provided, the
obligor's liability shall be limited to direct actual damages only, such direct
actual damages shall be the sole and exclusive remedy and all other
remedies or damages at law or in equity are waived.

18.3 Unless expressly herein provided, direct actual damages shall exclude
any consequential, incidental, punitive, exemplary or indirect damages,
lost profits or other business interruption damages, in tort, delict or
contract, under any indemnity provision or otherwise, as it is the intent of
the Parties that the limitations herein imposed on remedies and the
measure of damages be without regard to the cause or causes related
thereto, including the negligence of any Party, whether such negligence
be sole, joint or con'current, or active or passive.

18.4 The provisions of this Section 18 shall survive the termination of this
Contract.
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19. DISPUTE RESOLUTION

Any dispute, controversy or claim between the Parties with respect to the
Agreement (each a "Dispute") however arising will be settled by
arbitration. The arbitration shall be in accordance with the UNCITRAL
arbitration rules in force on the date that the relevant Dispute is referred
for arbitration (the "Arbitration Rules"), provided that if there is any
inconsistency between the following provisions and the provisions of the
Arbitration Rules, the following provisions shall prevail to the extent of the
inconsistency:

(a) Each of the Parties may make demand for arbitration in writing to the other
Party, setting forth the nature of the Dispute, the amount involved, if any,
the remedy sought, and the name of the arbitrator appointed by the Party
demanding arbitration, providing that no such demand may be so
submitted less than thirty (30) days after nor more than two (2) years after
both of the conflicting Parties are aware of its existence.

(b) Within ten (10) days after any demand for arbitration, the other Party will
name its arbitrator or, in default thereof, such arbitrator will be named
pursuant to the Arbitration Rules. The two arbitrators named by the Parties
will name a third arbitrator within seven (7) days after selection of the
second arbitrator or, in the absence of agreement on a third arbitrator by
the two (2) arbitrators so appointed, a third arbitrator will be appointed
pursuant to the Arbitration Rules. Unless the Parties agree otherwise, no
arbitrator will be resident of Quebec or Newfoundland and Labrador.

(c) The arbitration hearing will be held in Toronto, Ontario and will commence
not less than thirty (30) days after the date of the original demand. The
award of the arbitrators will be made not later than thirty (30) days after
the date of the closing of the hearing or, if oral hearings have been
waived, after the date of transmitting the final statements and proof to the
arbitrators provided that in no event will any award be made later than 120
days after the date of the original demand for arbitration. The laws of the
Province of Newfoundland and Labrador shall apply to the arbitration.

(d) The award of the arbitrators will be final and binding on the Parties.
Judgement upon such award may be entered on behalf of the prevailing
Party in any court having jurisdiction thereof, and application shall be
made by such Party to any such court for judicial acceptance of such
award and an order of enforcement.

(e) The expenses of the arbitration will be borne equally by the Parties unless
the arbitrators otherwise provide in their award.
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20. NOTICE

Any notice, demand or request required or authorized by the Agreement to
be given to a Party shall be in writing and shall either be personally
delivered to the Corporate Secretary of each Party or telecommunicated
or mailed by registered mail, postage prepaid, to the address and to the
persons specified in Annex Ill. Notice shall be deemed to have been given
on the date of actual receipt if it is personally delivered or
telecommunicated, or two (2) workdays after the date of mailing by
registered mail.

21. TAXATION

21.1 Except for all reimbursable taxes (see Section 21.2), the prices in the
Agreement have been fixed on the understanding that no Quebec nor
Newfoundland and Labrador tax, impost or other charge will be payable.

21.2 HQ shall pay to N&LH all applicable reimbursable taxes. N&LH shall remit
such taxes to the government and provide all prescribed documents in
order to permit HQ to receive reimbursement of taxes.

21.3 In the event any tax or other charge is imposed by the Federal
Government of Canada or any agency, subdivision or instrumentality
thereof on the Agreement or the sales, purchase or deliveries under the
Agreement, it shall be the equal responsibility of, and shall be paid equally
by N&LH and HQ.

21.4 In the event any other tax or other charge is imposed by the Government
of Quebec or any agency, subdivision or instrumentality thereof on
transaction pursuant to the Agreement, it shall be the sole responsibility
of, and shall be paid by, HQ and shall not be subtracted from the
Agreement price or otherwise paid or reimbursed by N&LH. In the event
any such tax, impost or other charge is required by any such government
or governmental body to be paid by N&LH, it shall be entitled to be
reimbursed therefor by HQ, with interest thereon from the date of payment
to the date of reimbursement at the rate specified in Section 12.4. If
requested by HQ, N&LH shall contest, at HQ's expense, any such tax,
impost or other charge and remit to HQ any received reimbursement.

21.5 In the event any other tax or other charge is imposed by the Government
of Newfoundland and Labrador or any agency, subdivision or
instrumentality thereof on the Agreement or the sales or deliveries under
the Agreement, it shall be the sole responsibility of, and shall be paid by,
N&LH and shall not be added to the Agreement price or otherwise paid or
reimbursed by HQ. In the event any such tax, impost or other charge is
required by any such government or governmental body to be paid by HQ,
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it shall be entitled to be reimbursed therefor by N&LH, with interest
thereon from the date of payment at the rate specified in Section 12.4. If
requested by N&LH, HQ shall contest, at N&LH expenses, any such tax,
export duty, impost or other charge and remit to N&LH any received
reimbursement.

22. MISCELLANEOUS

22.1 N&LH undertakes that, during the term of this Agreement, N&LH will not
agree to terminate the N&LH PPA and will not amend or agree to amend
the N&LH PPA if any such amendment would prevent N&LH from
performing its obligation hereunder.

22.2 The Parties and the Intervenant agree that this Agreement does not, in
any way, modify the Contract and shall be considered as a distinct
commercial agreement between the Parties and the Intervenant.

22.3 This Agreement or the rights hereunder shall not be assigned or
transferred, in whole or in part, by any Party without the prior written
consent of the other Party and without having obtained the necessary
governmental and regulatory authorizations.

22.4 This Agreement, together with the Annexes, constitutes the entire
agreement of the Parties regarding the subject matter hereof. This
Agreement, shall be governed by and interpreted in accordance with the
laws applicable in the Province of Newfoundland and Labrador without
regard to the principles of conflicts of law applicable under such laws and
every action or other proceeding arising hereunder shall be determined
exclusively by a court of competent jurisdiction in the Province of
Newfoundland and Labrador, subject to the right of appeal up to the
Supreme Court of Canada.

22.5 The Annexes hereto shall form part of this Agreement.

22.6 Any modifications of the Agreement shall be in writing and duly signed by
both Parties and the Intervenant.

22.7 Nothing in this Agreement and its Annexes modifies or contradicts the
terms of the Contract.
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IN WITNESS WHEREOF, each Party has executed this Agreement, in the City of
St. Johns, Province of Newfoundland and Labrador, by its duly authorized
representativp-asof the day and year first before written.

HYDRO-QUEB

By:
Name:Thierry Vahdal
Title: Executive Vice-President Production

NEWFOUN A 4ABRADOR HYDRO

Title: President & Chief Executive Officer

By:
Name:T. David Collett
Title: Vice-President Production
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INTERVENTION

The Intervenant hereby acknowledges and agrees with the terms of this
Agreement, and hereby undertakes in favour of the Parties (i) to do all such acts,
matters and things as may, from time to time, be necessary to the carrying out of
the terms, conditions and intent hereof, and (ii) during the term of this Agreement
not to terminate the N&LH PPA by mutual consent and not to amend or agree to
amend the N&LH PPA if any such amendment would prevent N&LH from
performing its obligations hereunder.

IN WITNESS WHEREOF, the lntervenant has executed this Agreement, in the
City of St. John's, Province of Newfoundland and Labrador, by its duly authorized
representative as of the day and year first above written.

CHURCHILL FALLS AND (LABRADOR) CORPORATION LIMITED

By:___ By:
Nam Wells Name:T. David Collett
Title: Chief Executive Officer Title: President
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ANNEX

REPRESENTATWES

Representatives for HQ are:

Representatives for N&LH are:

Any Party may change its Representatives by providing written notice to the
others.
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ANNEX II

BANK ACCOUNTS

For the purposes of Section 12 "BPLLJNG AND PAYMENT", the respective Bank
Accounts of the Parties are the following:

Bank account of HQ:

Bank account of N&LH:

851203.3



ANNEX UI

NOTICES

All notices under this Agreement shaU be sent at the address and to the persons
specified below. Any Party or the Intervenant may change its address by
providing notice to the others.

HQ:
Attention of:
Corporate Secretaiy
75 René-Levesque Blvd. West
Montreal, Quebec
H2Z 1A4

N&LH:
Attention of:
Corporate Secreta.'y
P.O. Box 12400
St. John's, Newfoundland
Al B 4K7

The Intervenant:
Attention of:
Corporate Secretary
P.O. Box 12500
St. John's, Newfoundland
AIB 315
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ANNEX W

Metering Methodology

Meter Readings (Refer to figure 1 - Labrador Load Metering)

CFI- 230 kV Energy to Wabush Measured at Churchill Falls
CF2- 138 kV Energy to Happy Valley Measured at Churchill Falls
CF3- NLH Customers in Churchill Falls
Wi- 46 kV Total energy to Iron Ore Company of Canada (10CC) at

Wabush Terminal Station (T.S.)
W2- 46 kV Total energy to Wabush Mines at Wabush T.S.
W3- 46 kV Total energy to Fermont for HQ at Wabush T.S.
W4- 46 kV Total energy to Labrador City and Wabush for N&LH at

Wabush T.S.

Calculations Applied to Meter Readings

1. Determine TWINCo (Twin Falls Power Corporation) consumption at
Churchill Falls

a) RJCC Energy from TWINCo

Add together all half-hour energy readings from Wi associated with
a demand up to and including 160 MW.

b) Wabush Mines Energy from TWINCo

Add together all half-hour energy readings from W2 associated with
a demand up to and including 53.6 MW.

c) 1WINCo Customers' Energy Consumption at Wabush T.S.

Add together 10CC Energy from TWINC0 and Wabush Mines
Energy from TWINCo.

d) TWINC0 Consumption at Churchill Falls

Multiply TWINCo Customers' Energy Consumption at Wabush by
the ratio of 1.053. 1.053 is the ratio of the TWINC0 power at
Churchill Falls of 225 MW to the TWINCo contracted energy
delivery of 213.6 MW.

2. Determine N&LH and HO Consumption at Churchill Falls for Wabush T.S.

a) N&LH and HQ load at Wabush T.S.
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Add together meter readings WI, W2, W3 and W4 and subtract
10CC Energy from TWINCo and Wabush Mines Energy from
T'NINC0.

b) N&LH and HO Consumption at Churchill Falls for Wabush T.S.

Subtract TWINCo Consumption at Churchill Falls from CF1.

c) N&LH and HO Line Losses to Wabush T.S.

Subtract N&LH and HQ load at Wabush T.S. from N&LH and HQ
Consumption at Churchill Falls for Wabush T.S.

d) HO Line Losses to Wabush T.S.

Multiply N&LH and HQ Line Losses to Wabush T.S. by the ratio of
W3 to N&LH and HQ Load at Wabush T.S.

e) HO Consumption at Churchill Falls for Wabush T.S.

Add together HQ Line Losses to Wabush T.S. and W3.

f) N&LH Consumption at Churchill Falls for Wabush T.S.

Subtract HQ Consumption at Churchill Falls for Wabush T.S. from
N&LH and HQ Consumption at Churchill Falls for Wabush T.S.

3 Determine N&LH Consumption at Churchill Falls for Happy Valley T.S.

a) Determine 230/138 kV transformers' No Load Losses

These are constant at 27,010 kWh per month.

b) Determine 230/138 kV transformers' Load Losses

Calculated by squaring meter readin CF2 and multiplying the
result by the constant factor 9.917 x 10

C) N&LH Consumption at Churchill Falls for Happy Valley T.S.

Add together the 230/138 kV transformers' No Load and Load
Losses with meter reading CF2.

4 Determine N&LH Consumption at Churchill Falls for Churchill Falls

Multiply meter reading CF3 by 1.07. 7 percent represents the distribution
losses in Churchill Falls.

5. Determine N&LH Consumption at Churchill Falls
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Add together N&LH Consumption at Churchill Falls for Wabush, Happy
Valley and Churchill Falls.

6. Determine N&LH Equivalent Consumption at the Delivery Point

Divide N&LH Consumption at Churchill Falls by 1.023036. 2.3036
percent is the average energy lost between the Churchill Falls 230 kV bus
and the Delivery Point as determined by load flow analysis.

7. Determine HQ Purchase from N&LH at the Delivery Point

Subtract N&LH Equivalent Consumption at the Delivery Point from
CF(L)Co recaptured energy for the period.
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Li

(hereinafter called "HQ")

AND: NEWFOUNDLAND AND LABRADOR HYDRO, a
corporation constituted by statute, an agent of Her Majesty
the Queen in right of the Province of Newfoundland and
Labrador, and having its head office at the City of St. John's,

- in the Province of Newfoundland and Labrador,

(hereinafter called "N&LH")

(HQ and N&LH are hereinafter individually referred to as the
"Party" and collectively as the "Parties")

AND: CHURCHILL FALLS (LABRADOR) CORPORATION
LIMITED, a company incorporated under the laws of Canada

- and having its head office at the City of St. John's, in the
Province of Newfoundland and Labrador,

(hereinafter called the "Intervenant")

- WHEREAS the Intervenant has recaptured a quantity of power and energy in
the amount of 300 MW or 2.362 TWh per year, being the maximum quantity of
power and energy available for recapture by the Intervenant pursuant to Section
6.6 of the Power Contract, dated March 12, 1969 signed by HQ and. the
Intervenant (the "Contract");

WHEREAS pursuant to an agreement dated March 9, 1998 between the
Intervenant and N&LH (the "N&LH PPA"), the Intervenant has agreed to sell to
N&LH, and N&LH has agreed to purchase, all of such recaptured quantity of
power and energy;
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WHEREAS N&LH utilizes a portion of the total recaptured quantity for sales in
Labrador(the "Labrador Load"), the amount of which may vary from time to time;

WHEREAS while this Agreement is in effect, N&LH agrees not to use any
portion Of the said recaptured quantity for sales outside Labrador except
quantities sold to HQ; and

WHEREAS N&LH has offered to sell to HQ, and HQ agrees to purchase for the
price and on the terms set forth herein, the Yearly Quantity (as defined herein);

NOW, THEREFORE, the Parties agree as follows

I PURCHASE AND SALE COMMITMENT

HQ commits to purchase from N&LH and N&LH commits to sell to HQ the
- Yearly Quantity (as defined herein) at the Delivery Point (as defined
• herein) during the Delivery Period (as defined herein).

-' 2. DELIVERY PERIOD

The deliveries shall start at 00:00:00 (Quebec time) on April 1, 2004 and
- shall terminate at 23:59:59 (Quebec time) on March 31, 2009 (the

"Delivery Period").

3. RENEWAL OF AGREEMENT

With respect to the continued sale of the Yearly Quantity under the terms
of this Agreement after 00:00:00 (Quebec time) on AprU 1, 2009, the
Parties hereby undertake to negotiate in good faith the applicable prices
and conditions for all available energy at the Delivery Point taking into
account the level of firm year-round power which will be made available to
HQ by N&LH. The Parties shall commence negotiations for the renewal of
this Agreement by October 1, 2008.

4, YEARLY QUANTITY

During the Delivery Period, N&LH shall make available to HQ at the
Delivery Point (as defined herein) a yearly quantity of power and energy in
MWh equal to 300 MW at a maximum annual load factor of 90% (being
2.362 TWh), less the Labrador Load (the "Yearly Quantity").

5. CHARACTERISTICS OF YEARLY QUANTITY

5.1 The Yearly Quantity shall be the yearly total of the monthly quantities of
power and associated energy calculated at the Delivery Point, as follows:
300 MW at a maximum load factor of 90% for the month, less the
Labrador Load and losses for the applicable month.
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6. APPLICABLE LOSSES

6.1 Forthe purposes of this-Agreement, N&LH -shall-deduct from the Yearly
Quantity to be invoiced to HQ the applicable tosses, deemed to be at a
rate of 5.2%, of power and energy across the HQ system associated with
the transmission of the Yearly. Quantity to HQ, subjeOt to adjustment,
whether upward or downward, in accordance With any decision of the
Regie de I'énergie (Québec), made from time to time, fixing or modifying
the rate of losses associated with the transmission service applicable to
the electric power transmission system in Quebec of TransEnergie,
(HApplicable Losses").

6.2 Any new rate for transmission losses approved by the Régie de I'energie
(Québec) shall come into effect under this Agreement upon the date which
it becomes effective on the electric power transmission system in Quebec
of TransEnergie. N&LH and HQ will adjust the transmission losses
proportionately to the period covered by the applicable rate of losses fixed
or modified by the Regie de I'énergie (Québec).

7. DELIVERY OF YEARLY QUANTITY

7.1 N&LH shall deliver the Yearly Quantity at the Delivery Point (as defined
herein) and shall bear any risk, cost and loss of power and associated
energy pertaining to the transmission tothe Delivery Point.

7.2 HQ shall take delivery of Yearly Quantity at the Delivery Point and shall
bear any risk, cost and loss (except Applicable Losses), of power and
associated energy during the transmission from the Delivery Point.

8. DELIVERY POINT

The delivery point shall be that point on the transmission lines from the
Intervenant's hydro-electric plant in. Churchill Falls towards the Province of
Quebec which is at the height of land, about opposite present Mile 148.8
on the Quebec North Shore and Labrador Railway, which is the presumed
watershed between the St-Lawrence River and the Churchill River, or
such other point o.n such transmission lines as may be agreed to by the
Intervenant and HQ pursuant to the terms of the Contract (the "Delivery
Point").

9. PRICE

The price applicable to the Yearly Quantity, adjusted for Applicable Losses
in accordance with Section 6, shall be 3.60^ per kWh for the first twelve
month period of the Contract, commencing April 1,2004, and increasing in
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each ubsequent twelve month period by 2% over and above the price
applicable to the preceding twelve month period.

10. FORECAST AVAILABILITY

N&LH shall send to HQ a forecast covering the duration of the Agreement
of the maximum monthly capacity and associated available energy.
Furthermore, N&LH shall send to HQ on May 31 and November 30 of
each year a confirmation of the said forecast. HQ shall include the monthly
forecast in its operating reserves and in the forecast of its operational load
requirements, which it provides to the Intervenant. For. avoidance of
doubt, if NLH foresees any major changes in the Labrador Load, then it
will submit, within 30 days, to HQ a restated Forecast Availability.

II, SCHEDULING, TRANSMISSION AND METERING

The scheduling and the transmission of the Yearly Quantity shall be done
under the same terms and conditions as in the Contract. The Metering of
the Yearly Quantity, shall be done using the methodology established in
the Annex IV of this Agreement.

12. BILLING AND PAYMENT

12.1 N&LH shall render, as agreed by the Representatives, but at least once a
month, a bill for the portion of Yearly Quantity provided for the prior month.
The bill shall incorpOrate all information as may be' reasonably necessary
to determine the amounts due. The portion of the Yearly Quantity provided
during a month shall be determined in accordance with the methodology
established in the Annex IV of this Agreement. Bills shall be sent as
agreed by the Representatives but no later than the 10th of each month
following the month in which the portion of Yearly Quantity was delivered.

12.2 HQ shall make the payments by electronic transfer to N&LH bank account
specified in Annex II, unless other means are agreed to by the
Representatives.

12.3 All amounts shown to be due on a bill shall be due and payable on the
15th day of the calendar month in which the bill is received. Any
inaccuracy in any account shall be corrected by appropriate adjustment to
a subsequent account. Interest on the amount of adjustment shall be
added or subtracted, as the case may be, at the rate specified below. For
purposes of this Section, a bill is deemed received two (2) business days
following its mailing by registered mail or on the date of actual receipt if
personally delivered or delivered by facsimile. If the due date or the 15th
day is a holiday in HQ's system or a day of the weekend, the payment is
due on the following business day.
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12.4 Any amount remaining unpaid after the expiration of the period determined
under Section 12.3 shall bear interest from the due date to the date of
payment at an annual rate t*O percentage pointshigher than the prime
commercial rate per annum as in effect and announced from time to time
by the Royal Bank of Canada, or by any other Canadian chartered bank
agreed by the Representatives. Any change in such announced. rate is to
be effective, for the purposes hereof, on the date on which such change is
effective.

12.5 In the event HQ reasonably believes the amount of any bill, whether in
whole or in part is not correct, it shall give N&LH written notice to that
effect no later than thirty (30) days from receipt of the bill. The notice shall
state the amount in dispute and briefly describe the nature of such
dispute. In such event, the Parties shall use their best efforts to resolve
such dispute within a reasonable period of time not to exceed sixty (60)
days from the date of such notice. HQ will still be obligated to make timely
payment of any disputed amount. If it is ultimately determined that the
disputed amount, in whole or in part, was not properly payable to N&LH,
interest shall be due on the refunded amount from the date of the payment
to the date of the refund was made, at the rate referred to in Section 12.4.

12.6 Subject to Sections 5 and 13, HO shall pay for all power and associated
energy made available to it at the Delivery Point by N&LH pursuant to the
Agreement, whether or not it takes delively of all or any such power and
associated energy

13. FORCE MAJEURE

13.1 Each Party (and the Intervenant) shall use all commercially reasonable
L efforts to perform its obligations under the Agreement, but conditions may

arise which prevent or delay performance by one or the other Party (or the
Intervenant) because of causes beyond its reasonable control, including

L without limiting the generality of the foregoing, flood, earthquake, storm,
lightning, fire, explosion, epidemic, war, riot, civil disturbance, labour
trouble, strike, sabotage, and restraint by court or public authority which by
exercise of due diligence and foresight, the Party (or the lntervenant)
could not be expected to avoid ("Force Majeure"). Failure of equipment to
perform adequately, or improper operation of equipment, shall not

L constitute Force Majeure.

13.2 If a Party (or the Intervenant) is rendered unable to fulfil any obligations by
L reason of Force Majeure, it shall be excused from performing to the extent

it is prevented or delayed from so doing including, without limitation,
obligations pursuant to Section 18, but excluding any obligation to make
payments for that portion of the Yearly Quantity delivered prior to the
event of Force Majeure. Such Party (or the Intervenant) shall exercise
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commercially reasonable efforts to correct such inability with all
reasonable dispatch, and shall not be liable for injury, damage or loss
resulting from such inability. However, settlement .of strikes and labour
disturbances shall be wholly within the discretion of the Party (or the
lntervenant) having the difficulty.

14. ALTERNATIVE DELIVERY ROUTES

14.1 If for any reason HQ is unable to take delivery of the full Yearly Quantity
over the transmission facilities provided in the Contract, then the
Representatives shall use commercially reasonable efforts. to arrange for
the delivery of all or part of the balance of the Yearly Quantity to be taken
over available routes and if necessary at another delivery point, under
reasonable terms. In the event N&LH makes delivery in this manner, HQ
shall bear all of the incremental costs of the delivery above those which
would otherwise be normally incurred, including the cost of any
incremental losses on N&LH system.

14.2 If for any reason, N&LH is unable to make delivery of the full Yearly
Quantity over the transmission facilities provided in the Contract, then the
Representatives shall use commercially reasonable efforts to arrange for
the delivery of all or part of the balance of the Yearly Quantity to be made
over other available routes and if necessary at another delivery point,
under reasonable terms. In the event HQ accepts delivery in this manner,
N&LH shall bear all of the incremental costs of the delivery above those
which would otherwise be normally incurred, including the cost of any
incremental losses on the system ofHQ.

14.3 If delivery is made pursuant to this Section 14, the Representatives shall
establish suitable means of measurement to determine that portion of the
Yearly Quantity delivered to HQ in this manner.

15. REPRESENTATIVES OF THE PARTIES

15.1 Each Party shall appoint at least one representative, hereinafter
collectively referred to as the "Representatives", as specified in Annex I.
Each Representative is authorized, on behalf of his respective Party, to
act to ensure delivery of and payments for Yearly Quantity in accordance
with the provisions of the Agreement. The Representatives shall have no
authority to amend the terms of the Agreement. The Intervenant will be
consulted by the Representatives when it is deemed appropriate.

I 6. ACCESS TO RECORDS AND DOCUMENTS

16.1 Each Party hereto shall, upon the request of the. other Party's
Representative, promptly supply to the Representative any and all
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documents required to substantiate any fact pertainingto the Agreement,
including in particular, but not limited to, the Metering Methodology (Annex
IV). The Representatives shall determine the scope of and the procedure
for the access to records and documents.

16.2 Each of the Parties shall keep records and memoranda of its operations
hereunder and shall maintain such data for a period of at least three (3)
years.after the Agreement terminates.

17. CONFJDENTJALtTY

17.1 The records, documents and all other data required for auditing shall be
considered proprietary information of the supplying Party and shall be

- disclosed on a need to know basis to the directors, officers, and
employees of the demanding Party. The information shall not be used for
any other purpose without prior written permission from the owner of the
information.

17.2 If, due to requirements of a governmental or judicial body of relevant
jurisdiction, a Party must release information to such body as required by
law, such Party shall use reasonable efforts to assure that such
governmental or judicial body shall treat such information as confidential.

p

18. DAMAGES AND LIABILITY

18.1 Notwithstanding anything to the contrary contained herein, with respect to
suits, actions or claims by third parties related to the Agreement, each
Party hereto ("Indemnifying Party") shall indemnify and hold the other
Party hereto ("Indemnified Party"), its parent, its subsidiaries, and their
respective officers, directors, employees, and agents harmless from any
and all liability, damages, costs, and expenses arising from any suit or
cause of action regardless of the type, resulting from any action or fault on
the part of the Indemnifying Party, to the extent such liability was not
caused by any intentional or negligent act or omission by the Indemnified
Party, its agents or employees.

18.2 If no remedy or measure of damages is expressly herein provided, the
obligor's liability shall be limited to direct actual damages only, such direct
actual damages. shall be the sole and exclusive remedy and all other
remedies or damages at law or in equity are waived.

18.3 Unless expressly herein provided, direct actual damages shall exclude
any consequential, incidental, punitive, exemplary or indirect damages,
lost profits or other business interruption damages, in tort, delict or
contract, under any indemnity provision or otherwise, as it is the intent of
the Parties that the limitations herein imposed on remedies and the
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measure of damages be without regard to the cause or causes related
thereto, including the negligence of any Party, whether such negligence
be sole, joint or concurrent, or active or passive.

18.4 The provisions of this Section 18. shall survive the termination of this

Contract.
19. DISPUTE RESOLUTION

Any dispute, controversy or claim between the Parties with respect to the
Agreement (each a "Dispute") however arising will be settled by
arbitration. The arbitration shall be in accordance with. the UNCITRAL
arbitration rules in force on the date that the relevant Dispute is referred
for arbitration (the "Arbitration Rules"), provided that if there is any
inconsistency between the following provisions .and the provisions of the
Arbitration Rules, the following provisions shall prevail to the extent of the
inconsistency:

(a) Each of the Parties may make demand for arbitration in writing to the other
Party, setting forth the nature of the Dispute, the amount involved, if any,
the remedy sought, and the name of the arbitrator appointed by the Party
demanding arbitration, providing that no such demand may be so
submitted less than thirty (30) days after nor more than two (2) years after
both of the conflicting Parties are aware of its existence.

(b) Within ten (10) days after any demand for arbitration, the other Party will
name its arbitrator or, in default thereof, such arbitrator will be named
pursuant to the Arbitration Rules. The two arbitrators named by the Parties
will name a third arbitrator within seven (7) days after selection of the
second arbitrator or, in the absence of agreement on a third arbitrator by
the two (2) arbitrators so appointed, a third arbitrator will be appointed
pursuant to the Arbitration Rules. Unless the Parties agree otherwise, no
arbitrator will be resident of Quebec or Newfoundland and Labrador.

(c) The arbitration hearing will be.held in Toronto, Ontario and will commence
not less than thirty (30) days after the date of the original demand. The
award of the arbitrators will be made not later than thirty (30) days after
the date of the closing of the hearing or, if oral hearings have been
waived, after the date of transmitting the final statements and proof to the
arbitrators provided that in no event will any award be made later than 120
days after the date of the original demand for arbitration. The laws of the
Province of Newfoundland and Labrador shall apply to the arbitration.

(d) The award of the arbitrators will be final and binding on the Parties.
Judgement upon such award may be entered on behalf of the prevailing
Party in any court having jurisdiction thereof, and application shall be
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made by such Party to any such court for judicial acceptance of such
award and an order of enforcement.

(e) The expenses of the arbitratioh will be borne equally by the Parties unless
the arbitrators otherwise provide in their award.

20. NOTICE

Any notice, demand or request required or authorized by the Agreement to
be given to a Party shall be in writing and shall either be personally
delivered to the Corporate Secretary of each Party or telecommunicated
or mailed by registered mail, postage prepaid, to the address and to the
persons specified in Annex Ill. Notice shall be deemed to have been given

- on the date of actual receipt if it is personally delivered or
telecommunicated, or two (2) workdays after the date of mailing by
registered mail.

21.. TAXATION

- 21.1 Except for all reimbursable taxes (see Section 21.2), the prices in the
Agreement have been fixed on the understanding that no Quebec nor
Newfoundland and Labrador tax, impost or other charge will be payable.

21.2 HQ shall pay to N&LH all applicable reimbursable taxes. N&LH shall remit
such taxes to the government and provide all prescribed documents in

- order to permit HQ to receive reimbursement of taxes.

21.3 In the event any tax or other charge is imposed by the Federal
Government of Canada or any agency, subdivision or instrumentality
thereof on the Agreement or the sales, purchase or deliveries under the
Agreement, it shall be the equal responsibility of, and shall be paid equally
by N&LH and HQ.

21.4 In the event any other tax or other charge is imposed by the Government
of Quebec or any agency, subdivision or instrumentality thereof on
transaction pursuant to the Agreement, it shall be the sole responsibility
of, and shall be paid by, HQ and shall not be subtracted from the
Agreement price or otherwise paid or reimbursed by N&LH. In the event
any such tax, impost or other charge is required by any such government
or governmental body to be paid. by N&LH, it shall be entitled to be
reimbursed therefor by HQ, with interest thereon from the date of payment
to the date of reimbursement at the rate specified in Section 12.4. If
requested by HQ, N&LH shall contest, at HQ's expense, any such tax,
impost or other charge and remit to HQ any received reimbursement.
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21.5 In the 'event any other tax or other charge is imposed by the Government
of Newfoundland and• Labrador or any agency, subdivision or

I instrumentality th'ereo'f"on the Agreement or the sales or deliveries under
the Agreement, it shall be the sole responsibility of, and shall be paid by,
N&LH and shall not be added to the Agreement price or otherwise paid or

J reimbursed by HQ. In the event any such tax, impost or other charge is
required by any such government or governmental body to be paid by HQ,
it shall be entitled to be reimbursed therefor by N&LH, with interest
thereon from the date of payment at the rate specified in Section 12.4. If
requested by N&LH, HQ shall contest, at N&LH expenses, any such tax,
export duty, impost or other charge and remit 'to N&LH any received
reimbursement.

22. MISCELLANEOUS

22.1 N&LH undertakes that, during the term of this Agreement, N&LH will not
agree to terminate the N&LH PPA and will not amend or agree to amend
the N&LH PPA if any such amendment would prevent N&LH from
performing its obligation hereunder

22.2 The. Parties and the Intervenant agree that this Agreement does not,. in
any way, modify the Contract. and shall be considered as a distinct
commercial agreement between the Parties and the lntervenant.

22.3 This Agreement or the rights hereunder shall not be assigned or
transferred, in whole or in part, by any Party without the prior written
consent of the other Party and without having obtained the necessary
governmental and regulatory authorizations.

22.4 This Agreement, together with the Annexes, constitutes the entire
agreement of the Parties regarding the subject matter hereof. This
Agreement, shall be governed by and interpreted in accordance with the
laws applicable in the Province of Newfoundland and Labrador without
regard to the principles of conflicts of law applicable under such laws and
every action or other proceeding arising hereunder shall be determined
exclusively by a court of competent jurisdiction in the Province of
Newfoundland and Labrador, subject to the right of appeal up to the
Supreme Court of Canada.

22.5 The Annexes hereto shall form part of this Agreement.

22.6 Any modifications of the Agreement shall be in writing and duly signed by
both Parties and the Intervenant.

22.7 Nothing in this Agreement and its Annexes modifies or contradicts the
terms of the Contract.
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Ii . IN WITNESS WHEREOF, each Party has execUted this Agreement, in the City of
St. John's, Province of Newfoundland and Labrador, by its duly authorized

I representatiy..a of the day and year first before written.

HYDRO-Q

By:
Name:Thierry \andat
Title: President, Hydro-Quebec Production

NEWFOUI4D,LID ANP,LAfBRADOR HYDRO

Name.VfIIliam E. Wells Name:Ja s . Haynes
Title: President & Chief Executive Officer Title: Vice-President Production
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11 INTERVENTION

The Intervenant hereby acknowledges and agrees with the terms of this
I Agreement, and hereby undertakes in favour of the Parties (i) to do all such acts,
I matters and things as may, from time to time, be necessary to the carrying out of

the terms, conditions and intent hereof, and (ii) during the term of this Agreement
I not to terminate the N&LH PPA by mutual consent and not to amend or agree to

amend the N&LH PPA if any such amendment would prevent N&LH from
performing its obligations hereunder.

I' IN WITNESS WHEREOF, the Intervenant has executed this Agreement, in the
City of St. John's, Province of Newfoundland and Labrador, by its duly authorized

1 representative as of the day and year first above written.

CHURCHILL FALLS AND (LABRADOR) CORPORATION LIMITED

r By:_______________ By: 7iz

Name illiam E Wells Name Maureen P Greene
Title: Chief Executive Officer & President Title: Vice-President,Human

• Resources, General Counsel andr Corporate Secretary
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ANNEX

REPRESENTATIVES

- Any Party may change its Representatives by providing written notice to the
others.
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ANNEX II

BANK ACCOUNTS

For the purposes of Section, 12 "BILLtNG AND PAYMENTS', the Bank account of
N&LH is the following:

Bank account of N&LH:

Account no.
Transit no.
Bank of Nova Scotia
Main Branch
St. Johns, Newfoundland and Labrador
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-ANNEX IH

NOTICES

All notices under this Agreement shall be sent at the address and to the persons
- specified below. Any Party or the Intervenant may change its address by

providing notice to the others.

HQ:
Attention of:
Corporate Secretary
75 Rene-Levesque Blvd. West
Montreal, Quebec
H2Z 1A4

N&LH:
Attention of:
Corporate Secretary
P.O. Box 12400
St. John's, Newfoundland and Labrador
AIB 4K7

The intervénant:
Attention of:
Corporate Secretary
P.O. Box 12500
St. John's, Newfoundland and Labrador
AIB 315
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Metering Methodology -

r Meter Readings (Refer to figure 1 - Labrador Load Metering)

CFI- 230 kV Energy toWabush Measured at Churchill Falls
CF2- 138kV Energy to Happy Valley Measured at Churchill Falls
CF3- NLH Customers in Churchill Falls
Wi- 46 kV Total energy to Iron Ore Company of Canada (10CC) at

Wabush Terminal Station (T.S.)
W2- 46 kV Total energy to Wabush Mines at Wabush T.S.
W3- 46 kV Total energy to Fermont for HQ at Wabush T.S.
W4- 46 kV Total energy to Labrador City and Wabush for N&LH at

Wabush T.S.

Calculations Applied to Meter Readings

1. Determine TWINCo (Twin Falls Power Corporation) consumption at
Churchill Falls

a) 10CC Energy from TWINCo

Add together all half-hour energy readings from WI associated with
a demand up to and including 160 MW.

b) Wa bush Mines Energy from TWINCo

Add together all half-hour energy readings from W2 associated with
a demand up to and including 53.6 MW.

c) TVVINCo Customers' Energy Consumption at Wabush T.S.

Add together 10CC Energy from TWINCo and Wabush Mines
Energy from TWINC0.

d) TWINCo Consumption at Churchill Falls

Multiply TWINCo Customers' Energy Consumption at Wabush by
the ratio of 1.053. 1.053 is the ratio of the TWINCo power at
Churchill Falls of 225 MW to the TWINCo contracted. energy
delivery of 213.6 MW.

2. Determine N&LH and HQ Consumption at Churchill Falls for Wabush T.S.

a) N&LH and HQ load at Wabush T.S.
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Add together meter readings WI, W2, W3 and W4 and subtract
10CC Energy from TWINCo and Wabush Mines Energy from

I J TWINCo.

b) N&LH and HO Consumption at Churchill Falls for Wabush T.S.

Subtract TWINCo Consumption at Churchill Falls from CFI.

c) N&LH and HQ Line Losses to Wabush T.S.

Subtract N&LH and HQ load at Wabush T.S. from N&LH and HQ
Consumption at Churchill Falls for Wabush TS.

d) HO Line Losses to Wabush T.S.

Multiply N&LH and HQ Line Losses to Wabush T.S. by the ratio of
W3 to N&LH and HQ Load atWabush T.S.

e) HQ Consumption at Churchill Falls for Wabush T.S.

Add together HQ Line Losses toWabush T.S. and W3.

1) N&LH Consumption at Churchill Falls for Wabush T.S.

Subtract HQ Consumption at Churchill Falls for Wabush T.S. from

- N&LH and HQ Consumption at Churchill Falls for Wabush T.S.

3. Determine N&LH Consumption at Churchill Falls for Happy Valley T.S.

a) Determine 230/138 kV transformers' No Load Losses

These are constant at 27,010 kWh per month.

b) Determine 230/1 38 kV transformers' Load Losses

- Calculated by squaring meter readin CF2 and multiplying the
result by the constant factor 9.917 x 10 .

c) N&LH Consumption at Churchill Falls for Happy Valley T.S.

Add together the 230/138 kV transformers' No Load and Load
Losses with meter reading CF2.

4. Determine N&LH Consumption at Churchill Falls for Churchill Falls

Multiply meter reading CF3 by 1.07. 7 percent represents the distribution
losses in Churchill Falls.

5. Determine N&LH Consumption at Churchill Falls
851203.3
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Add together N&LH Consumption at Churchill Falls for Wabush, Happy
Valley and Churchill Falls.

6. Determine N&LH Equivalent Consumption at the Delivery Point

Divide N&LH Consumption at Churchill Falls by 1.023036. 2.3036
percent is the average energy lost.between the Churchill Falls 230 kV bus
and the Delivery Point as determined byload flow analysis.

7. Determine HO Purchase from N&LH at the Delivery Point

Subtract N&LH Equivalent Consumption at the Delivery Point from
CF(L)Co recaptured energy for the period.
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AMENDMENT OF POWER CONTRACT made as of the l day of April, 2009 the
"Effective Date".

BETWEEN: CHURCHILL FALLS LABRADOR CORPORATION
LIMITED, a company organized under the laws of Canada and
having its head office at St. Johns, in the Province of
Newfoundland and Labrador,

hereinafter called "CFLCo"

OF THE FIRST PART

AND: NEWFOUNDLAND AND LABRADOR HYDRO, a corporation
constituted by statute and an agent of her Ma] esty the Queen in
right of the Province ofNewfoundland and Labrador and having its
head office at St. John’s in said Province;

hereinafter called "Hydro"

OF THE SECOND PART

WHEREAS the Parties hereto entered into an Agreement dated March 9, 1998 for the supply
and delivery of Electricity from CFLCo to Hydro the "Power Contract";

AND WHEREAS the Parties wish to amend the Power Contract by removing the Appendix "A"
to the Power Contract and replacing it with a new Appendix "A";

NOW THEREFORE THIS AGREEMENT WITNESSETH that the Parties hereto, each, in
consideration of the premises and of the covenants and agreements made herein by the other,
covenant and agree as follows:

1. That the Power Contract be amended by removing Appendix "A" to the Power Contract
the "Original Appendix "A" and replacing it with the Appendix "A" attached hereto
the "New Appendix "A".

2. That as of the Effective Date, the Original Appendix "A" shall no longer form part of the
Power Contract.
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3. That as of the Effective Date, the New Appendix "A" shall form part of the Power
Contract as Appendix "A" to that Agreement.

4. That the Power Contract as amended hereby is ratified and confirmed.

IN WITNESS WHEREOF Churchill Falls Labrador Corporation Limited and
Newfoundland and Labrador Hydro have each executed this Agreement in accordance with
their by-laws or regulations and in the presence of their respective duly authorized officers as
of the day and year first above written.

SIGNED, SEALED AND DELIVERED CHURCHILL FALLS
by Churchill Falls Labrador LABRADOR CORPORATION
Corporation Limited in the presence of: LIMITED

WITh S
i’

SIGNED, SEALED AND DELIVERED NEWFOUNDLAND AND LABRADOR
by Newfoundland and Labrador Hydro HYDRO
in the presence of:

B A----
> tf / IaRV

And:

_______
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APPENDIX "A"

Metering Methodology

Meter Readings Refer to Drawing - Labrador Load Metering

CF1- 230 kV Energy to Wabush Measured at Churchill Falls
CF2- 138 kV Energy to Happy Valley Measured at Churchill Falls
CF3- Hydro Customers in Churchill Falls
Wi - 46 kV Total energy to Iron Ore Company of Canada 10CC at Wabush Terminal

Station T.S.
W2 - 46 kV Total energy to Wabush Mines at Wabush T.S.
W3 - 46 kV Total energy to Fermont for Hydro-Quebec at Wabush T. S.
W4 - 46 kV Total energy to Labrador City and Wabush for Hydro at Wabush T.5.

Calculations Applied to Meter Readings

1. Determine TWINCo Twin Falls Power Corporation consumption at Churchill Falls

a 10CC Energy from TWINCo

Add together all half hour energy readings from Wi associated with a demand
up to and including the total amount of power available to 10CC under the terms
of the Amended Power Contract between 10CC and TWINCO dated November
30, 1967 and the Reserve Power Contract between 10CC and TWINCO dated
August 1, 1976..

b Wabush Mines Energy from TWINCo

Add together all half hour energy readings from W2 associated with a demand
up to and including the amount of power available to Wabush Mines under the
terms of the Amended Power Contract between Wabush Mines and TWINCO
dated November 30, 1967.

c TWINCo Customers’ Energy Consumption at Wabush T.S.

Add together 10CC Energy from TWINCo and Wabush Mines Energy from
TWI N Co.
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d IWINCo Consumption at Churchill Falls

Multiply TWINCo Customers’ Energy Consumption at Wabush by the ratio of
1.053. 1.053 is the ratio of the TWINCo power at Churchill Falls of 225 MW to
the IWINCo contracted energy delivery of 213.6 MW.

2. Determine Hydro and Hydro-Quebec Consumption at Churchill Falls for Wabush T.S.

a Hydro and Hydro-Quebec load at Wabush 1.5.

Add together meter readings Wi, W2, W3 and W4 and subtract 10CC Energy
from TWINCo and Wabush Mines Energy from IWINCo.

b Hydro and Hydro-Quebec Consumption at Churchill Falls for Wabush T.S.

Subtract TWINCo Consumption at Churchill Falls from CF1.

c Hydro and Hydro-Quebec Line Losses to Wabush 1.5.

Subtract Hydro and 1-lydro-Quebec load at Wabush T.S. from Hydro and Hydro
Quebec Consumption at Churchill Falls for Wabush T.S.

d 1-lydro-Quebec Line Losses to Wabush T.S.

Multiply Hydro and Hydro-Quebec Line Losses to Wabush T.S. by the ratio of W3
to Hydro and Rydro-Quebec Load at Wabush 1. S.

e Hydro-Quebec Consumption at Churchill Falls for Wabush 1.5.

Add together Hydro-Quebec Line Losses to Wabush 1.5. and W3.

f Hydro Consumption at Churchill Falls for Wabush 1.S.

Subtract Hydro-Quebec Consumption at Churchill Falls for Wabush 1.5. from
Hydro and Hydra-Quebec Consumption at Churchill Falls for Wabush 1.5.
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3. Determine Hydro Consumption at Churchill Falls for Happy Valley T.S.

a Determine 230/138 kV transformers’ No Load Losses

These are constant at 27,010 kWh per month.

b Determine 230/138 kV Transformer’s Load Losses

Calculated by squaring meter reading CF2 and multiplying the result by the
constant factor 9.917 x 10_li.

c Hydro Consumption at Churchill Falls for Happy Valley T.S.

Add together the 230/138 kV transformer’s No Load and Load Losses with meter
reading CF2.

4. Determine Hydro Consumption at Churchill Falls for Churchill Falls

Multiply meter reading CF3 by 1.07. 7 percent represents the distribution losses in
Churchill Falls.

5. Determine Hydro Consumption at Churchill Falls

Add together Hydro Consumption at Churchill Falls for Wabush, Happy Valley and
Churchill Falls.

6. Determine Hydro Equivalent Consumption at the Effective Delivery Point

Divide Hydro Consumption at Churchill Falls by 1.023036. 2.3036 percent is the average
energy lost between the Churchill Falls 230 kV bus and the Effective Delivery Point as
determined by load flow analysis.

7. Total Energy taken by Hydro at the Effective Delivery Point

Add Hydro Equivalent Consumption at the Effective Delivery Point to the amount of
energy Hydro exports at the Effective Delivery Point for use outside the Province of
Quebec.
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This Indenture (the 'Lease") made as of the 11 day of 2009

Between: Her Majesty In Right of Newfoundland and Labrador, as
represented by the Lieutenant-Governor in Council (the
"Government);

And: Nalcor Energy, a corporation incorporated under the laws of the
Province of Newfoundland and Labrador (the 'Lessee"),

Whereas the Lessee has requested that the LieutenantGovernor in Council
grant it water rights for the purposes of water power generation on the Lower
Churchifl River;

And Whereas under the Energy Corporation of Newfoundland and Labrador
Water Rights Act the Lieutenant-Governor in Council has the authority to grant to
the Lessee (previously the Energy Corporation of Newfoundland and Labrador)
water rights for the purposes of water power generation on the Lower Churchill
River;

And Whereas the Lieutenant-Governor in Council wishes to enter into, execute
and deliver this Lease subject to the terms, conditions, reservations,
qualifications and provisions set forth:

Now therefore the parties agree as follows:

RIGHTS LEASED AND RESERVATIONS MADE

In consideration of the undertakings of the Lessee and subject to the
terms, conditions, reservations, exceptions and provisions herein
contained, the Government leases and demises to the Lessee full right
and liberty to use exclusively all that part of the Churchill River below the
425 foot contour line or all that part of the Churchill River that lies below
elevation 425 feet as referenced in Appendix A of The Churchill Falls
(Labrador) Corporation Limited (Lease) Act, 1961, downstream to the
intersection of the Churchill River with the meridian of 60 45t west of
Greenwich, and including all waters that originate within the Churchill
River catchment area and all rivers that naturally flow within the catchrnent
area or from diversions into the catchment area (the "Lower Churchill
River") for the purposes of water power generation TO HOLD the same
unto the Lessee for a period of 50 years commencing upon the date of the
execution of this instrument (the "Term") TOGETHER WITH the full right
to flood during the term created by this Lease and any renewal of it all
those areas of the Lower Churchill River.



GOVERNMENT RESERVATIONS

2. The Government reserves the right of the pubUc to use the Lower
Churchill River for the purpose of fishing, shooting, hunting, trapping,
logging and travelling; provided that the exercise of these rights shall not
materially impair the Lessee's rights as granted under this instrument and
provided further that the Lessee shall have the right to restrict the public
from entering upon those areas where the public's presence at or near the
Lessee's facilities constitutes a hazard to the Lessee or to the public or
where it creates an operational concern for the Lessee.

RIGHTS GRANTED

3. Subject to the provisions, terms, conditions, exceptions and reservations
of this Lease, the lease and demise of the Lower Churchill River created
includes the grant to the Lessee of:

(a) the exclusive right to harness and make use of the Lower Churchill
River;

(b) all water power rights in, to and in respect of the Lower Churchill
River;

(c) the exclusive right to construct and utilize all dams, tunnels, canals,
diversions, power houses and any and all works on the Lower
Churchill River necessary for the development of hydro electric
power; and

(d) the exclusive right to store and regulate so much of the Lower
Churchill River as may be economic and/or beneficial for the
purposes of the development of the Lower Churchill River for the
purposes set forth herein.

LESSEES COVENANTS

The Lessee covenants with the Government as follows:

ADHERANCE TO THE LAWS OF NEWFOUNDLAND AND LABRADOR

4. The Lessee shall fulfill and abide by the requirements of all applicable
laws of the Province of Newfoundland and Labrador and of Canada and
any regulations, orders and directions made under such statutes and
regulations.



ENTRY BY GOVERNMENT OFFICIALS ON RIVER

5. The Government by its servants and agents may at afi reasonable times
during the Term of this Lease enter upon any area of the Lower Churchill
River and examine the condition of the same or inquire into the adherence
by the Lessee with the terms and conditions set forth herein.

DEVELOPMENT OF PROJECT

8. The Lessee will commence and proceed with due diligence with the
development of the generation of electricity from the Lower Churchill
River.

MONITORING STATIONS

7. The Lessee may be required by the Government to install, operate and
maintain streamflow, water level monitoring stations, and other necessary
measures to measure water flow, level or quality at specified locations in
the Lower Churchill River and report all relevant data to the Government
upon request. Such monitoring shall be carried out in the manner that the
Government considers necessary for the assessment of the quantity and
quality of the water available in the Lower Churchill River and the quantity
of water used by the Lessee for water power generation.

8. If the Lessee undertakes recording information, other than the
requirements set out in section 7, concerning the characteristics of the
Lower Churchill River, or any part of it, it will provide to the Government
upon request copies of such information and data at least once each year.

MAINTENANCE OF STRUCTURES

9. The Lessee shall maintain in good repair and good working order, and in
accordance with all laws, bylaws, directions, rules and regulations, all
structures, works and plants erected from time to time for the development
and utilization of the Lower Churchill River on the premises demised by
this Lease, and the Lessee shall make all necessary repairs in order to
secure the normal and satisfactory working of all such structures, works
and plants. The Lessee shall immediately notify the Government if any
problem arises which may threaten the structural stability of the structures,
works and plants such as dams and other systems, endanger public
safety and / or the environment or adversely affect water users either in or
outside the area of the Lower Churchill River.



RENTALS

10. In consideration for the rights granted herein

(a) the Lessee shall pay to the Government $250 per megawatt hour
of power generated each year from the Lower Churchill River.

(b) From January 1, 2010, the rental referred to in paragraph (a) will be
adjusted on January 1 of each year during the Term according to
the percentage of increase, in relation to the preceding year, in the
Consumer Price Index (CPI, Canada, All-items), as established
under the Statistics Act of Canada, or any succeeding legislation.
For such purpose, the Consumer Price Index for a year is the
average monthly index for the 12 months ending on September 30
of the preceding year.

(c) Where the percentage calculated under paragraph (b) has two or
more decimals, only the first two decimals are kept and the second
decimal is increased by a unit if the third decimal is 5 or over.

INDEMNITY

11 The Lessee indemnifies and holds the Government harmless against any
and all liabilities, losses, claims, demands, damages or expenses
including legal expenses of any nature whatsoever, whether arising in tort,
contract, statute, trust or otherwise resulting directly or indirectly from the
exercise by the Lessee of the rights granted under this Lease, or from the
systems and works operated by the Lessee in, on or outside the Lower
Churchill River, or from any act or omission of the Lessee in, on or outside
the Lower Churchill River or pursuant to the rights granted herein, or
arising out of a breach or non-performance of any of the terms, conditions
or provisions of this Lease by the Lessee, its employees, agents,
licensees, lessees or any other persons authorized by the Lessee.

MAINTENANCE OF RECORDS

12. The Lessee shall prudently maintain in good faith records, accounts and
statements of the rates and amounts of water used on a daily basis for the
generation of hydroelectric power, rates and amounts of water spilled or
released downstream, operating water levels, extent of the flooded area,
and any related information that the Government may require in whatever
form, manner and time. Copies of such records, accounts, and statements
shall be submitted to the Water Rights Section of the Department of
Environment and Conservation on or before the end of March of each year
during the Term created by this Lease.



ENTRY BY GOVERNMENT ON PLACES OF BUSINESS

13. The employees or agents of the Government may at all reasonable times
during the Term of this Lease enter upon the Lessees structures, works
and plants erected from time to time in connection with the rights granted
hereunder or upon any of the Lessees designated places of business to
inspect the systems, works and records pertaining to its use of the Lower
Churchill River waters, and shall be entitled to copy such information as
may be required by the Minister of Environment and Conservation.

ADHERENCE TO PERMITS AND APPROVALS

14. The Lessee shall operate its structures, plants, systems and works in a
manner which is consistent with any permits or approvals it has been
issued, including any environmental permits or approvals. The Lessee
shall be responsible for any and all environmental damage caused by the
exercise of its rights granted hereunder, including inadequacies in the
Lessee's operational procedures and any failure to adhere to the
requirements of any such permits or approvals.

CAPACITY TO DEVELOP

15. The Lessee represents and warrants that it has the required expertise,
skills and capacity to develop and operate a hydro - electric development
on the Lower Churchill River.

GOVERNMENTS COVENANTS

The Government hereby covenants with the Lessee as follows:

PEACEFUL ENJOYMENT

16. Subject to the provisions of this Lease, the Lessee shall peaceably hold
and enjoy the rights and liberties leased and demised during the Term
without any interruption or interference by the Government.

RENEWAL OF LEASE

17. Any renewal of this Lease subsequent to the expiry of the Term shall be at
the sole and absolute discretion of Government, upon the written request
of the Lessee, such request to be made no later than one year before the
expiration of the Term. The terms and conditions of any such renewal
granted shall be at the sole and absolute discretion of Government, and
there is no requirement that such terms or conditions correspond to the
provisions of this Lease. The Lessee acknowledges that it has neither a



right to nor an expectation of such renewal being granted as a result of
being granted this Lease.

LEASE OR LICENCE OF CROWN LAND

18. After the date of execution and delivery of this Lease whenever a grant,
lease, licence or renewal or other assurance is made of Crown lands
located within the planned reservoir area of the Lower Churchill River, a
provision shall be inserted in such instruments reserving in favour of the
Lessee the right to flood or otherwise impair the land comprised in such
instruments and to construct and operate storage reservoirs on it without
paying any compensation, fine or other indemnity in respect of the loss or
damage suffered by any other holder of rights in the land. This provision is
subject to the Lessee providing a description of the planned reservoir area
in a form acceptable to Government.

MUTUAL COVENANTS

GRANTING OF SECURITY INTEREST

19. The Lessee shall not grant a security interest upon, encumber, or
otherwise transfer, assign, lease, sublease, license or otherwise dispose
of any rights or privileges granted hereunder or in any other manner
permit any person to utilize any of the rights and privileges granted
hereunder for the purposes of securing financial obligations, unless:

(a) such interest is being created for the purposes of financing the
development of hydra-electric facilities on the Lower Churchill
River;

(b) such interest contains provisions that prevent any lender (including
a trustee, receiver or agent acting on behalf of the lender) from
realizing on such security interest until the Government is given
notice of any default by the Lessee, and is given a period of 60
days during which time, it may, in its absolute discretion cure any
default committed by the Lessee; and

(c) it obtains the prior written approval and consent of Government to
such action and to the terms thereof.

ENTRY UPON UNOCCUPIED CROWN LAND

20. The Lessee may enter upon, investigate and survey any unoccupied
Crown lands for any purpose incidental to the development and
generation of electricity from the Lower Churchill River, but the Lessee
shall be liable for all damages occasioned in the exercise of its rights
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pursuant to this clause by itself, its employees, agents, invitees, or any
other persons authorized by the Lessee.

CANCELLATION OF LEASE

21, In addition to any other right the Government may have with respect to
this Lease, it may cancel this Lease upon being satisfied that:

(a) this Lease was issued as a result of or consequent upon a material
misrepresentation by the Lessee; or

(b) the Lessee has become insolvent, has declared bankruptcy or has
committed an act of bankruptcy.

DEFAULT UNDER LEASE

22. (1) Subject to the provisions of subsection (2), if the Lessee defaults in
the performance of any of the provisions, terms or conditions herein
contained and such default continues unremedied for sixty ($0)
days after written notice from the Government specifying such
default, then this Lease may terminate at the option of the
Government.

(2) If the performance of any of the obligations of the Lessee set forth
herein shall to any extent be prevented, restricted, delayed or
interfered with by reason of

(a) war, revolution, civil commotion, riot, acts of public enemies,
blockade or embargo;

(b) any law, order, proclamation, regulation, ordinance, demand
or requirement of any government or any subdivision,
authority, agency or representative of any government; or

(c) any other cause whatsoever, whether similar or dissimilar to
those above enumerated, beyond the reasonable control of
the Lessee, and which the Lessee has been unable to
overcome by the exercise of due diligence;

the Lessee shall, on prompt notice to the Government, be excused from the
performance of such obligations to the extent of such prevention, restriction,
delay or interference provided that the event must continue for a period of time
not less than forty * eight (48) hours. Explicitly excluded from this provision are:

(d) shortage of necessary labour;



(e) an inabiUty to obtain supplies, labour or other services:

(1) lack of finances or changes in economic circumstances of
the Lessee; and

(g) any act or event which merely results in the performance of
the obligations hereunder being at a cost to the Lessee
greater than that which would, but for the occurrence of the
act or event, have been incurred by the Lessee.

SEVERANCE

24. The Government and the Lessee acknowledge that they have obtained
their own independent legal advice with respect to this Lease to the fullest
extent deemed necessary by each party prior to its execution and delivery.
Furthermore, the Government and the Lessee acknowledge that neither
acted under any duress in negotiating, drafting and executing this Lease.
There shall be no presumption that any ambiguity in this Lease be
resolved in favour of either of the parties and the doctrine of contra
pro ferenturn is specifically excluded.

ENTIRE AGREEMENT

25. This Lease sets forth the entire agreement and all the covenants,
promises, assurances, agreements, representations, conditions,
warranties, statements and understandings (collectively
"Representations') between the parties concerning the subject matter
hereof. No Representations are made by the Government to the Lessee
or by the Lessee to the Government except as expressly set out in this
Lease.

GOOD FAITH

26. Each of the Government and the Lessee shall at all times exercise all its
rights under this Lease in a manner consistent with good business
practices and shall act in good faith.



FORBEARANCE NOT WAIVER

27. The failure of any party to this Lease to insist, in any one instance, upon
the strict performance by another party of its obligations under it, or the
failure of any party to exercise any right, option or remedy, shall not
constitute a waiver or relinquishment for the future of any such obligation,
right, option or remedy nor shall it constitute a waiver of a subsequent
breach. No covenant or condition of this Lease may be waived by either
party except by the written consent of that party, and forbearance or
indulgence by that party in any regard whatsoever, for no matter how long,
shall not constitute a waiver of such covenant or condition and until such
covenant or condition has been performed or waived in writing that party
shall be entitled to invoke any remedy available to that party under this
Lease,

LEGAL RELATIONSHIP

28. The Government and the Lessee expressly disclaim any intention to
create a partnership, joint venture or joint enterprise It is understood,
acknowledged and agreed that nothing contained in this Lease nor any
acts of the parties shall constitute or be deemed to constitute the
Government and the Lessee as partners, joint venturers or principal and
agent in any way or for any purpose.

ASSIGNMENT OF LEASE

29. Subject to Section 19, this Lease or the
demised by this Lease shall not be
transferred, leased, subleased, licensed or
or in part, by the Lessee without obtaining
Government.

AMENDMENT

rights and liberties hereby
sold, assigned, mortgaged,
otherwise alienated, in whole
prior written approval of the

30. No amendment or modification of this Lease shall be valid unless it is in
writing and signed by both parties.

NEWFOUNDLAND AND LABRADOR LAWS TO APPLY

31. This Lease shall be construed and interpreted in accordance with the laws
of Newfoundland and Labrador.



SUCCESSORS AND ASSIGNS

32. This Lease shalt be binding upon and enure to the benefit of the parties to
this Lease, the successors and assigns of the Government, and the
successors and permitted assigns of the Lessee. Any assignment by the
Lessee shall only become effective when the assignee executes with the
Government an instrument whereby it agrees to be bound by and perform
all of the Lessee's obligations under this Lease.

SCOPE

33. This Lease does not release the Lessee from the obligation to obtain
appropriate approvals, permits or licenses from other concerned federal,
provincial and municipal agencies, as may be applicable, for any activities
of the Lessee in the development of the hydroelectric potential of the
Lower Churchill River.

NOTICES

34, All notices, claims, payments, reports and other communications required
under this Lease shall be in writing. The addresses for service are as
follows:

Department of Environment and Conservation
Water Rights Section
P.O. Box 8700
St. John's, NL Al B 4J6
Attention: Martin Goebel
Director
Phone: 7292563
Fax: 7290320

For the Lessee:
Nalcor Energy.
500 Columbus Drive
P.O. Box 12800
St. John's, NL
A1B4K7
Attention: Gilbert Bennett
Vice President
Lower Churchill Project
Phone: 737-1836
Fax: 737-1782
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Notices, requests or documents shaU be deemed to have been received by the
addressee as foflows:

IN WITNESS WHEREOF the parties hereto have executed this Lease on the day
and year first before written.

HER MAJESTY IN RIGHT NALCOR ENERGY
OF THE PROVINCE OF
NEWFOUNDLAND AND LABRADOR

Name: :r
Title: ____



This Indenture the "Lease" made as of the2y of , 2009.

Between: Her Majesty In Right of Newfoundland and Labrador, as
represented by the Lieutenant-Governor in Council the
"Government’;

And: Nalcor Energy, a corporation incorporated under the laws of the
Province of Newfoundland and Labrador the "Lessee".

Whereas the Lessee has requested that the Lieutenant-Governor in Council
grant it water rights for the purposes of water power generation on the Lower
Churchill River;

And Whereas under the Energy Corporation of Newfoundland and Labrador
Water Rights Act the "Act" the Lieutenant-Governor in Council has the authority
to grant to the Lessee previously the Energy Corporation of Newfoundland and
Labrador water rights for the purposes of water power generation on the Lower
Churchill River;

And Whereas the Government originally granted Nalcor a lease under the Act
dated 17 March 2009 the "original Lease";

And Whereas the definition of the "Lower Churchill River in the Act was
amended by the Energy Corporation of Newfoundland and Labrador Water
Rights Amendment Act, which was proclaimed on 10 September 2009, with
retroactive effect back to the original promulgation of the Act;

And Whereas the Lieutenant-Governor in Council wishes to enter into, execute
and deliver this Lease in revision and replacement to the original Lease, in
compliance with the amended Act subject to the terms, conditions, reservations,
qualifications and provisions set forth.

Now therefore the parties agree as follows:

RIGHTS LEASED AND RESERVATIONS MADE

1. In consideration of the undertakings of the Lessee and subject to the
terms, conditions, reservations, exceptions and provisions herein
contained, the Government leases and demises to the Lessee full right
and liberty to use exclusively the "Lower Churchill River which is defined
as:

i that part of the Churchill River below the intersection of the
Churchill River with the meridian of 63 ° 40’ west of Greenwich,
downstream to the intersection of the Churchill River with the
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meridian of 60 C 45’ west of Greenwich, and all waters that naturally
ftow into, or by diversion flow into, the Churchill River between
those 2 points, and

ii that part of the Churchill River upstream of the point of
intersection of the Churchill River with the meridian of 63 40’ west
of Greenwich that lies below the 425 foot contour line or below
elevation 425 feet, as referenced in Appendix A of The Churchill
Falls Labrador Corporation Limited Lease Act, 1961,

but excludes the area described in Appendix A to The Churchill Falls
Labrador Corporation Limited Lease Act, 1961, and all waters while
they are in that area, for the purposes of water power generation TO
HOLD the same unto the Lessee for a period of 50 years commencing
upon the date of the execution of this instrument the ‘Term" TOGETHER
WITH the full right to flood during the term created by this Lease and any
renewal of it all those areas of the Lower Churchill River.

GOVERNMENT RESERVATIONS

2. The Government reserves the right of the public to use the Lower
Churchill River for the purpose of fishing, shooting, hunting, trapping,
logging and travelling; provided that the exercise of these rights shall not
materially impair the Lessee’s rights as granted under this instrument and
provided further that the Lessee shall have the right to restrict the public
from entering upon those areas where the public’s presence at or near the
Lessee’s facilities constitutes a hazard to the Lessee or to the public or
where it creates an operational concern for the Lessee.

RIGHTS GRANTED

3. Subject to the provisions, terms, conditions, exceptions and reservations
of this Lease, the lease and demise of the Lower Churchill River created
includes the grant to the Lessee of:

a the exclusive right to harness and make use of the Lower Churchill
River;

b all water power rights in, to and in respect of the Lower Churchill
River;

c the exclusive right to construct and utilize all dams, tunnels, canals,
diversions, power houses and any and all works on the Lower
Churchill River necessary for the development of hydro electric
power; and
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d the exclusive right to store and regulate so much of the Lower
Churchill River as may be economic andfor beneficial for the
purposes of the development of the Lower Churchill River for the
purposes set forth herein.

LESSEE’S COVENANTS

The Lessee covenants with the Government as follows:

ADHERANCE TO THE LAWS OF NEWFOUNDLAND AND LABRADOR

4. The Lessee shall fulfill and abide by the requirements of all applicable
laws of the Province of Newfoundland and Labrador and of Canada and
any regulations, orders and directions made under such statutes and
regulations.

ENTRY BY GOVERNMENT OFFICIALS ON RIVER

5. The Government by its servants and agents may at all reasonable times
during the Term of this Lease enter upon any area of the Lower Churchill
River and examine the condition of the same or inquire into the adherence
by the Lessee with the terms and conditions set forth herein.

DEVELOPMENT OF PROJECT

6. The Lessee will commence and proceed with due diligence with the
development of the generation of electricity from the Lower Churchill
River.

MONITORING STATIONS

7. The Lessee may be required by the Government to install, operate and
maintain streamflow, water level monitoring stations, and other necessary
measures to measure water flow, level or quality at specified locations in
the Lower Churchill River and report all relevant data to the Government
upon request. Such monitoring shall be carried out in the manner that the
Government considers necessary for the assessment of the quantity and
quality of the water available in the Lower Churchill River and the quantity
of water used by the Lessee for water power generation.

8. If the Lessee undertakes recording information, other than the
requirements set out in section 7, concerning the characteristics of the
Lower Churchill River, or any part of it, it will provide to the Government
upon request copies of such information and data at least once each year.

MAINTENANCE OF STRUCTURES
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9. The Lessee shalt maintain in good repair and good working order, and in
accordance with all laws, by-laws, directions, rules and regulations, all
structures, works and plants erected from time to time for the development
and utilization of the Lower Churchill River on the premises demised by
this Lease, and the Lessee shall make all necessary repairs in order to
secure the normal and satisfactory working of all such structures, works
and plants. The Lessee shall immediately notify the Government if any
problem arises which may threaten the structural stability of the structures,
works and plants such as dams and other systems, endanger public
safety and I or the environment or adversely affect water users either in or
outside the area of the Lower Churchill River.

RENTALS

10. In consideration for the rights granted herein:

a the Lessee shall pay to the Government $2.50 per megawatt hour
of power generated each year from the Lower Churchill River.

b From January 1, 2010, the rental referred to in paragraph a will be
adjusted on January 1 of each year during the Term according to
the percentage of increase, in relation to the preceding year, in the
Consumer Price Index CPI, Canada, All-items, as established
under the Statistics Act of Canada, or any succeeding legislation.
For such purpose, the Consumer Price Index for a year is the
average monthly index for the 12 months ending on September 30
of the preceding year.

c Where the percentage calculated under paragraph b has two or
more decimals, only the first two decimals are kept and the second
decimal is increased by a unit if the third decimal is 5 or over.

INDEMNITY

11. The Lessee indemnifies and holds the Government harmless against any
and all liabilities, losses, claims, demands, damages or expenses
including legal expenses of any nature whatsoever, whether arising in tort,
contract, statute, trust or otherwise resulting directly or indirectly from the
exercise by the Lessee of the rights granted under this Lease, or from the
systems and works operated by the Lessee in, on or outside the Lower
Churchill River, or from any act or omission of the Lessee in, on or outside
the Lower Churchill River or pursuant to the rights granted herein, or
arising out of a breach or non-performance of any of the terms, conditions
or provisions of this Lease by the Lessee, its employees, agents,
licensees, lessees or any other persons authorized by the Lessee.
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MAINTENANCE OF RECORDS

12. The Lessee shall prudently maintain in good faith records, accounts and
statements of the rates and amounts of water used on a daily basis for the
generation of hydroelectric power, rates and amounts of water spilled or
released downstream, operating water levels, extent of the flooded area,
and any related information that the Government may require in whatever
form, manner and time. Copies of such records, accounts, and statements
shall be submitted to the Water Rights Section of the Department of
Environment and Conservation on or before the end of March of each year
during the Term created by this Lease.

ENTRY BY GOVERNMENT ON PLACES OF BUSINESS

13. The employees or agents of the Government may at all reasonable times
during the Term of this Lease enter upon the Lessee’s structures, works
and plants erected from time to time in connection with the rights granted
hereunder or upon any of the Lessee’s designated places of business to
inspect the systems, works and records pertaining to its use of the Lower
Churchill River waters, and shall be entitled to copy such information as
may be required by the Minister of Environment and Conservation.

ADHERENCE TO PERMITS AND APPROVALS

14. The Lessee shall operate its structures, plants, systems and works in a
manner which is consistent with any permits or approvals it has been
issued, including any environmental permits or approvals. The Lessee
shall be responsible for any and all environmental damage caused by the
exercise of its rights granted hereunder, including inadequacies in the
Lessee’s operational procedures and any failure to adhere to the
requirements of any such permits or approvals.

CAPACITY TO DEVELOP

15. The Lessee represents and warrants that it has the required expertise,
skills and capacity to develop and operate a hydro - electric development
on the Lower Churchill River.

GOVERNMENTS COVENANTS

The Government hereby covenants with the Lessee as follows:

PEACEFUL ENJOYMENT
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16. Subject to the provisions of this Lease, the Lessee shall peaceably hold
and enjoy the rights and liberties leased and demised during the Term
without any interruption or interference by the Government.

RENEWAL OF LEASE

17. Any renewal of this Lease subsequent to the expiry of the Term shall be at
the sole and absolute discretion of Government, upon the written request
of the Lessee, such request to be made no later than one year before the
expiration of the Term. The terms and conditions of any such renewal
granted shall be at the sole and absolute discretion of Government, and
there is no requirement that such terms or conditions correspond to the
provisions of this Lease. The Lessee acknowledges that it has neither a
right to nor an expectation of such renewal being granted as a result of
being granted this Lease.

LEASE OR LICENCE OF CROWN LAND

18. After the date of execution and delivery of this Lease whenever a grant,
lease, licence or renewal or other assurance is made of Crown lands
located within the planned reservoir area of the Lower Churchill River, a
provision shall be inserted in such instruments reserving in favour of the
Lessee the right to flood or otherwise impair the land comprised in such
instruments and to construct and operate storage reservoirs on it without
paying any compensation, fine or other indemnity in respect of the loss or
damage suffered by any other holder of rights in the land. This provision is
subject to the Lessee providing a description of the planned reservoir area
in a form acceptable to Government.

MUTUAL COVENANTS

GRANTING OF SECURITY INTEREST

19. The Lessee shall not grant a security interest upon, encumber, or
otherwise transfer, assign, lease, sublease, license or otherwise dispose
of any rights or privileges granted hereunder or in any other manner
permit any person to utilize any of the rights and privileges granted
hereunder for the purposes of securing financial obligations, unless:

a such interest is being created for the purposes of financing the
development of hydro-electric facilities on the Lower Churchill
River;

b such interest contains provisions that prevent any lender including
a trustee, receiver or agent acting on behalf of the lender from
realizing on such security interest until the Government is given
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notice of any default by the Lessee, and is given a period of 60
days during which time, it may, in its absolute discretion cure any
default committed by the Lessee; and

c it obtains the prior written approval and consent of Government to
such action and to the terms thereof.

ENTRY UPON UNOCCUPIED CROWN LAND

20. The Lessee may enter upon, investigate and survey any unoccupied
Crown lands for any purpose incidental to the development and
generation of electricity from the Lower Churchill River, but the Lessee
shall be liable for all damages occasioned in the exercise of its rights
pursuant to this clause by itself, its employees, agents, invitees, or any
other persons authorized by the Lessee.

CANCELLATION OF LEASE

21. In addition to any other right the Government may have with respect to
this Lease, it may cancel this Lease upon being satisfied that:

a this Lease was issued as a result of or consequent upon a material
misrepresentation by the Lessee; or

b the Lessee has become insolvent, has declared bankruptcy or has
committed an act of bankruptcy.

DEFAULT UNDER LEASE

22. 1 Subject to the provisions of subsection 2, if the Lessee defaults in
the performance of any of the provisions, terms or conditions herein
contained and such default continues unremedied for sixty 60
days after written notice from the Government specifying such
default, then this Lease may terminate at the option of the
Government.

2 If the performance of any of the obligations of the Lessee set forth
herein shall to any extent be prevented, restricted, delayed or
interfered with by reason of

a war, revolution, civil commotion, riot, acts of public enemies,
blockade or embargo;

b any law, order, proclamation, regulation, ordinance, demand
or requirement of any government or any subdivision,
authority, agency or representative of any government; or

7



c any other cause whatsoever, whether similar or dissimilar to
those above enumerated, beyond the reasonable control of
the Lessee, and which the Lessee has been unable to
overcome by the exercise of due diligence;

the Lessee shall, on prompt notice to the Government, be excused from the
performance of such obligations to the extent of such prevention, restriction,
delay or interference provided that the event must continue for a period of time
not less than forty - eight 48 hours. Explicitly excluded from this provision are:

d shortage of necessary labour;

e an inability to obtain supplies, labour or other services;

f lack of finances or changes in economic circumstances of
the Lessee; and

g any act or event which merely results in the performance of
the obligations hereunder being at a cost to the Lessee
greater than that which would, but for the occurrence of the
act or event, have been incurred by the Lessee.

SEVERANCE

23. Should any provision of this Lease be unenforceable, it shall be
considered separate and severable from the remaining provisions of this
Lease which shall remain in force and be binding as though the provision
had not been included.

INDEPENDENT LEGAL ADVICE

24. The Govemment and the Lessee acknowledge that they have obtained
their own independent legal advice with respect to this Lease to the fullest
extent deemed necessary by each party prior to its execution and delivery.
Furthermore, the Government and the Lessee acknowledge that neither
acted under any duress in negotiating, drafting and executing this Lease.
There shall be no presumption that any ambiguity in this Lease be
resolved in favour of either of the parties and the doctrine of contra
proferentum is specifically excluded.

ENTIRE AGREEMENT

25. This Lease sets forth the entire agreement and all the covenants,
promises, assurances, agreements, representations, conditions,
warranties, statements and understandings collectively
"Representations" between the parties concerning the subject matter
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hereof. No Representations are made by the Government to the Lessee
or by the Lessee to the Government except as expressly set out in this
Lease.

GOOD FAITH

26. Each of the Government and the Lessee shall at all times exercise all its
rights under this Lease in a manner consistent with good business
practices and shall act in good faith.

FORBEARANCE NOT WAIVER

27. The failure of any party to this Lease to insist, in any one instance, upon
the strict performance by another party of its obligations under it, or the
failure of any party to exercise any right, option or remedy, shall not
constitute a waiver or relinquishment for the future of any such obligation,
right, option or remedy nor shall it constitute a waiver of a subsequent
breach. No covenant or condition of this Lease may be waived by either
party except by the written consent of that party, and forbearance or
indulgence by that party in any regard whatsoever, for no matter how long,
shall not constitute a waiver of such covenant or condition and until such
covenant or condition has been performed or waived in writing that party
shall be entitled to invoke any remedy available to that party under this
Lease.

LEGAL RELATIONSHIP

28. The Government and the Lessee expressly disclaim any intention to
create a partnership, joint venture or joint enterprise. It is understood,
acknowledged and agreed that nothing contained in this Lease nor any
acts of the parties shall constitute or be deemed to constitute the
Government and the Lessee as partners, joint venturers or principal and
agent in any way or for any purpose.

ASSIGNMENT OF LEASE

29. Subject to Section 19, this Lease or the rights and liberties hereby
demised by this Lease shall not be sold, assigned, mortgaged,
transferred, leased, subleased, licensed or otherwise alienated, in whole
or in part, by the Lessee without obtaining prior written approval of the
Government.

AMENDMENT

30. No amendment or modification of this Lease shall be valid unless it is in
writing and signed by both parties.
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NEWFOUNDLAND AND LABRADOR LAWS TO APPLY

31. This Lease shall be construed and interpreted in accordance with the laws
of Newfoundland and Labrador.

SUCCESSORS AND ASSIGNS

32. This Lease shall be binding upon and enure to the benefit of the parties to
this Lease, the successors and assigns of the Government, and the
successors and permitted assigns of the Lessee. Any assignment by the
Lessee shall only become effective when the assignee executes with the
Government an instrument whereby it agrees to be bound by and perform
all of the Lessee’s obligations under this Lease.

SCOPE

33. This Lease does not release the Lessee from the obligation to obtain
appropriate approvals, permits or licenses from other concerned federal,
provincial and municipal agencies, as may be applicable, for any activities
of the Lessee in the development of the hydroelectric potential of the
Lower Churchill River.

NOTICES

34. All notices, claims, payments, reports and other communications required
under this Lease shall be in writing. The addresses for service are as
follows:

Department of Environment and Conservation
Water Rights Section
P.O. Box 8700
St. John’s, NL A1B 4J6
Attention: Martin Goebel
Director
Phone: 729-2563
Fax: 729-0320

For the Lessee:
Nalcor Energy
500 Columbus Drive
P.O. Box 12800
St. John’s, NL
A1B4K7
Attention: Gilbert Bennett
Vice President
Lower Churchill Project
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Phone: 737-1836
Fax: 737-1782

Notices, requests or documents shall be deemed to have been received by the
addressee as follows:

a As of the date on which they are delivered where delivery is by a
party or by messenger or special courier service;

b As of the date on which they are sent where delivery is by
telecopier or other means of electronic communication; and

c Six 6 days after delivery to Canada Post Corporation where the
postal service is used.

EFFECTIVE DATE

35. Notwithstanding the date of its execution, this Lease shall be effective
from 17 March 2009 and shall have effect as if it were originally executed
on that date.

IN WITNESS WHEREOF the parties hereto have executed this Lease on the day
and year first before written.
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HER MAJESTY IN RIGHT
OF THE PROVINCE OF
NEWFOUNDLANDAND LABRADOR

Represented by: ‘

Signature: atC /
Name: j…’q-Mq 2Lr&r&4/e
Title:

NALCOR ENERGY

Represented by:

Signature: ,L4/ 7>
Name: c2i1b4- BŒiin.t*

Title: VP- Lowsav- flnurctnd I loic4

Signature:

Name:

Title: v1P
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