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September 17,2013 
Response to comments made by Dennis Browne, 2041 Group
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  This government has had a strategic plan to develop the Lower Churchill since 2003. 
We have always known the steps it would take to get there. One of the critical steps 
in olved has been water management legislation. We wanted to ensure that 
CF o's shareholders' agreement, and any other agreement in the province, was 
not abl 0 limit our ability to maximize the value of our rivers. 

Du'rmg Brian Tobin's time as Premier, CFLCo's Board vetoed signing the water 

manag~nt agreement and essentially limited the use of the Churchill River. We 
needed new legislation to ensure all rivers could be utilized in the best interest of the 

province. If we didn't move forward with this legislation, we would not have been 
able to develop Muskrat Falls, Gull Island, or any other river-based project. Through 
the Newfoundland and Labrador Board of Commissioners of Public Utilities (PUB), a 
water management agreement over the Churchill Falls river system was finally 
established. PUB did this on their own accord and was not forced into anything.

. The pattern of water flow through the Churchill River is well understood and has 
been for 40 years since CFLCo started generating power and Hydro Quebec started 
taking it. Muskrat Falls was planned on that premise. We knew what we were getting 
into. We have planned for every scenario. We will ensure the value of the water is 
maximized.

. It would be foolish for anyone to think that Hydro Quebec would stop generating 
electricity and keep water behind the dam at Churchill Falls. From an economic 
perspective, given that Hyrdo Quebec has its own contracts to administer, it is 
inconceivable that they would be willing to stop the water from flowing. In any event, 
the reservoir would not be able to hold that much water for an indefinite period of 
time.

.,,--

Dennis Browne is incorrect or inaccurate on a number of points in his argument about 
the HQ action commenced in July:

. The HQ action does not deal with water rights, the Lower Churchill Muskrat Falls 
Project, the Water Management Agreement between Nalcor and CFLCo (the 
"WMA"), or water management legislation in Newfoundland and Labrador - 

Quebec courts have no authority to deal with an order of the PUB or NL 

legislation generally:C-'f~HQ wants to-cnallenge_wa1er man-agem-ent;-they havEKe. 
:clo-".ilinJ~JL courts-::::something they have not don~ 

-

. The HQ action is a request that the Quebec courts accept its interpretation of the 
Power Contract and specific Provisions~reof relating to delivery obligations for 
power under the Renewal contract~ AS*1ve stated previously, we do not agree 

---- 
- J'--
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with their interpretation of the Renewal contract and CFLCo will be taking this 
position in the Quebec courts.

Dennis Browne is incorrect in his characterization of the WMA and its authority / 

enforceability: 
k"( 

. DB appears to alleg:That as an order of the PUB, the WMA is a weak or lesser 
document than a commercial agreement would be. This is entirely inaccurate. 
The WMA is regulatory requirement imposed by the PUB, the relevant governing 
authority, upon Nalcor and CFLCo, pursuant to direct statutory authority under 
the Electrical Power Control Act.

. The Power Contract's only relevance is that the NL Legislature has provided 
special protection for contracts such as the Power Contract through section 5.7 
of the EPCA. Section 5.7 provides that a WMA, including a WMA imposed by the 
PUB, cannot "adversely affect" the provisions of a contract for the supply of 

power such as the Power Contract.fThe result of this provision is that where and 
to the extent provisions of the WMA will "adversely affect" the Power Contract, 
the Power Contract requirements will take priority for CFL~ 

JAs a result, on DB's argument that the Quebec Action is fatal to water management, 
r f the issue only therefore is what the effects on the requirements of the WMA would 

be if one assumes that HQ's interpretation of the Power Contract is confirmed by the 
courts (including through any eventual appeals). Can the Lower Churchill still work 

as planned if CFLCo is required to comply with energy deliveries pursuant to the 
Power Contract? Nalcor does not believe this is a serious issue [Nalcor to 

confirm/add appropriate wording].
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Summary:

MUSKRAT FALLS: "Dennis Browne" of the 2041 Group is calling to talk about Muskrat Falls. 
He comments the controversy currently is over the BMO report and the white paper which was 
presented by a group out of New England 
Friday, September 13,2013 10:36AM Item # 18 
VOCM - St. John's

MUSKRAT FALLS: "Dennis Browne" of the 2041 Group is calling to talk about Muskrat 
Falls. He comments the controversy currently is over the BMO report and the white paper 
which was presented by a group out of New England 
Friday, September 13, 2013 10:36AM Item # 18 
VOCM - St. John's

BILL ROWE:We are joined right now by lawyer Dennis Browne who is part of the, 
what's it called? 2041?

. 

DENNIS BROWNE:Yeah we are the 2014 Group. We are five lawyers and we have others 
that are part of our group and we have been studying Muskrat Falls for quite a period of 
time and we do read the agreements, Bill.

BILL ROWE: Well I would be surprised if a bunch of lawyers didn't read the agreement 
and read between the lines of the agreement too Dennis. Welcome to the show, Dennis. 
Always a pleasure to talk to you.

DENNIS BROWNE:Thanks Bill and I did hear the Premier on earlier and the 

controversy currently of course is over the BMO financial report and the white paper that 
was presented at the very meeting at which the Premier attended done by a think group 
out of New England. They were Americans and what they told and they told the Premier 
and the group, anyone who read the paper that is, that Hydro Quebec filed a lawsIJ j 
~gainst Churchill Falls that puts the Muskrat Falls project in jeopardy because the 
Muskrat Falls uses the same river system as Churchill Falls and that's why the 
government in lace a water management agreement. It is really no agreeIiient at all. 
t is a PUB order under their own PUB. The PUB by the way is the same PUB that the 
Premier and the cabinet said they had no faith in when they didn't....when they didn't 
approve of Muskrat Falls when put those two (inaudible) to them.

BILL ROWE:Or allow them to dig deep into it.
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DENNIS BROWNE:Or allow them to delve into as 70% of our population wanted. 70% of 
the population consistently said they want this only thing to be studied by the PUB.

BILL ROWE:Right.

DENNIS BROWNE:But the government and the cabinet and the Crown Corporation 
knew better. Anyways they are into a bit of a pickle in the result because the water 
management agreement is in play here and it is all gone to the Superior Court in Quebec 
and the according to Nalcor itself they told the PUB that unless they had that water 

management agreement, here's what they said. In many months the Lower Churchill 
facilities would have insufficient water for production requirements during periods of 
reduced production at Muskrat Falls. So without water management, without getting the 
water from another source Muskrat Falls doesn't work and they seem to be whistling past 
the gate here on that one.

BILL ROWE:Dennis, on that before you move on to anything else. When I hear you 
talking about this and some ofthe other members of your group, intelligent, thoughtful 
members of your group, I get the impression that you are dealing with, in the government, 
you are dealing with the three stooges. I mean it is like the keystone cops, I mean it is like 

they are hitting each other with pieces of two by four, I mean, it is like nobody 
knows...nobody has any common sense or something. I mean the Premier has dismissed 
this as a serous problem as has Nalcor. You are saying, what exactly about this case before 
the Superior Court which if ex erience is any guide, will be found in favour of the Quebee~ 
pOSI Ion and not the Newfoundland and Labrador position? 
=-

DENNIS BROWNE:Well our advice was when they had the water management 
agreement, because Quebec...the CF(t)Co board of directors include Quebec 
representatives and the government went to CF(L)Co and asked them to sign the water 

management agreement. Sign this so we can get water for Muskrat Falls, they did that in 
2008, I think it was. The two Quebec directors vetoed it, they went back to twice and they 
vetoed. They said we are not signing that and that should have been their first tip off. So 
instead then they went to the PUB that imposed this water management agreement over 
this entire river system So it is a PUB order. That's all it is. The whole project can fall on 
this order, the PUB and then we got the double standard    the government saying well we 
don't trust the PUB, we...wait until all those statements get into court what they are after 

saying about the PUB when the PUB quite rightfully said they weren't presented with 

enough evidence to approve the project. The government came out and hammered the 

PUB but someone should have taken a hook and hauled them in because they should have 

said to them this whole water management agreement is a PUB order be careful what you 
are saying about the PUB.

BILL ROWE:Dennis...

DENNIS BROWNE:Just amazing really.
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BILL ROWE:Dennis, it is amazing the way you describe it and it is hard for anybody like 
myself to say well surely Nalcor and the Department of Resources in the government and 
the Government of Canada who has agreed to guarantee the financing of it to a certain 
extent, surely they are not all that stunned. Surely, they...they have answers to these 
problems you are raising or have they all been blindsided by this?

DENNIS BROWNE:They should have referred the water management agreement to the 
court of appeal. They could have done that and said if we impose this water management 
agreement, will it conflict with our commitments on Churchill Falls? Will it conflict with 
the contract and of course the water management agreement actually says we are not 
going to conflict with the contract. You can say what you want. It's Quebec's 
interpretative, they say it does conflict; that is essentially what they are saying now. And 
therefore...this is no small issue and they same to be, I use the expression whistling past the 
graveyard and no one is saying anything about that. So that's one thing.

BILL ROWE:Assuming the Superior Court in Quebec finds in favour of the Quebec 
position it will then go on to the Supreme Court of Canada and assuming they agree to 
hear it, are you saying there is a substantial risk t at the Supreme Court of Canada by its 
ruling put the kibosh completely on this Muskrat Falls development?

DENNIS BROWNE: Well, I think bankers won't give financing if there is a legitimate 
court case on the go and most analysts are saying this court case is serious, in fact the 
eastern governors, I come back to that, and Premier Dunderdale attended the meeting in 
Quebec and she should have read what they said. They said that this lawsuit puts the 
whole Muskrat Falls project in jeopardy. So I mean who is going to, bank, who IS gO llg to 
finance Muskrat Falls in that situation if you don't have property rights? The property 
right is water. Like it is like if you were building a house and you got no title to the land.

BILL ROWE: Yeah.

DENNIS BROWNE:That's the comparison.

BILL ROWE:Dennis, as a citizen of Newfoundland and Labrador and as a professional, 
informed professional what do you see here? Do you see disaster...do you see a disaster 
where the Newfoundland and Labrador people, the government and the people would be 
saddled by hundreds of millions of dollars already spent is this thing is stopped? Do you 
think that is a serous risk?

DENNIS BROWNE:Well they have no loans so far. The money that they are using Bill, is 
money that the government has agreed to give to Nalcor so they have given them money in 
the budget and it is from this budgeted money, off current accounts. So they cut back 
services and everything but basically, that's not going to Nalcor by the way, but it is the 
same amount of cash effectively. So what they are using now is money from current 
accounts that they have given to Nalcor over the time to spend up there and they are 
spending it at a rate of one million a day but they have no loans. This is the second point I
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would like to make. They have no loans because there is no agreement on the maritime 
link yet and without an agreement on the maritime link, there can be no federal loan 
guarantee. If the maritime link is not built there will be no federal loan guarantee and 
therefore until all these ducks are in a row, you can't go to a bank and say look, you know, 
we are thinking there might be a maritime link but there is none and that brings me to my 
second point, is the regulator in Nova Scotia. The regulator in Nova Scotia said that the 
deal concocted by Emera and Nalcor doesn't work for Nova Scotia, they said it is not the 
least cost option for Nova Scotia and therefore they told Emera you go back and you do 
better. You get more out of Newfoundland or you go to Quebec somewhere and get that 
power but in order for this to work you need 40% more power over the 35 years of market 

price rates. And the market price rate, by the way, Emera told them over the 35 years 
would be about 9,10 cents. So this is irony, if they go to Newfoundland to get it, to try and 
get us to give some of that 40% more; the citizens, our ratepayers will be paying 17, 18 
cents plus for 35 years plus Newfoundland Power and their rate of returns, so because we 
know it we will be in the 20 cent range for electrify whereas Nova Scotia's rates will be 
frozen in time for 10 or llcents a kilowatt. I mean what is wrong with this picture, Bill?

BILL ROWE:Dennis Browne, I don't mean to be frivolous or trivial about this but let me 
ask you this direct question. If I client came to you, I know you are not an investment 
broker, but if I client came to you and asked you for your legal opinion on whether they 
should put their RRSPs or retirement fund for the rest of their l e into Muskrat Falls, you 
would say...by the sounds of things you would say no. I don't advise you to do that.

DENNIS BROWNE:BilI, they don't have one contract. When you go to a bank you can 
usually say where are the contracts? What contracts do you have? And by the way the 
Government of Vermont themselves said there is not sufficient transmission capacity into 
the American system to bring Muskrat Falls power, they told that in a radio interview a 
year ago. The Premier is right about one thing, they did sign what they called a 
sanctioning agreement and December 17,2012. She is absolutely correct. But in that 
sanction agreement there were so many outs, one of which is Emera doesn't do the 
approval and they don't have it as yet the agreement effectively can collapse. There are 
alternative, they can go and negotiate and do this and do that but there are outs there, 
there are contingencies. So to say that is fool proof. It is not.

BILL ROWE:Dennis Browne, thank-you very much for joining us and giving us the 
benefit of your extensive research and opinion on this matter. We appreciate it.

DENNIS BROWNE:Thank Bill for the opportunity.

BILL ROWE:Anytime. All the best.

DENNIS BROWNE:Thanks. Bye.

BILL ROWE:Bye-bye.
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MUSKRAT FALLS: "Cabot Martin" is calling to talk about Muskrat Falls. 
Monday, September 16, 2013 09:42AM Item # 12 
VOCM - St. John's

BILL ROWE:Cabot Martin, welcome to the show.

CABOT MARTIN :Good morning, Bill. How are you?

BILL ROWE:Fine, Cabot. I know you were trying to get on, on Friday and we just ran 
out of time sir, we were blocked with calls. I am glad you rejoined me today.

CABOT MARTIN: Y es and happy to do so. A couple of comments maybe about the 
Muskrat Falls project.

BILL ROWE: Yeah.

CABOT MARTIN:And first I suppose a couple of words on the Nova Scotia situation. I 
have written about that in The Telegram but basically what we got there is that Nova 
Scotia's PUB equivalent the UARB as they call themselves says that the deal that we 
struck with Nova Scotia doesn't fly as far as the ratepayers in Nova Scotia are concerned 
and they want about three times as much power and they want it at a very substantial 
reduction in price. So that is a hell of a thing to have laid on you when you are already 
about a billion dollars or so into the project. That is...I don't know how or even if...well 
from my point of view that should be a show stopper.

BILL ROWE:Right.

CABOT MARTIN :But the reason I called on Friday was the introduction of the Quebec 
factor into the Muskrat Falls project and as you know, you know, Quebec has this 
showstopper of a court case going and as the report from the New England states said, I 
guess, in the last week or so, this puts the Muskrat Falls project in jeopardy. So, you know, 
that seems to be a very, you know, showstopper but in a development which I just admit 
I...there have been a lot of very unusual things going on about Muskrat but this is to me
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the most unusual. I certainly could not have predicted it. We have now introduced the 
Upper Churchill contract into the equation and it sort of comes down to Quebec has this 
court case so we meet with Quebec who is starting to strike committees to examine the 
Upper Churchill contract. So the question is what do we have to go Quebec on the Upper 
Churchill contract to get them to go away on the Muskrat Falls project?

BILL ROWE:lnteresting question you are asking.

CABOT MARTIN:And of course this again is hardly a good negotiating position because 
we are...we got a huge hole in the ground up there and that hole cost us probably a billion 
dollars so far. I must admit, I was talking to...after I was turning it on on Friday I was 
talking to a friend of mine over the weekend and he has some personal experience with the 
Upper Churchill contract and we were talking about the big bridge. I don't know if you 
can remember Bill but Quebec got BRINCO to spend a lot of money and bring themselves 
to the verge of bankruptcy and them lowered the boom on them on the contract, right?

BILL ROWE:Right.

CABOT MARTIN: Which basically violates all the terms of the letter of intent that they 
had signed before that.

BILL ROWE:Yes, back in '67.

CABOT MARTIN:And in describing this incredible bridge across the Upper Churchill 
when it was still going over the falls, right? That hole in the ground up there at Muskrat is 
equivalent of BRINCO's bridge, you know?

BILL ROWE:Just listen to this Cabot. Here is an email from a person, a man who I know 

from experience is knowledgeable in this issue and he from his emails before, chats, and so 
on. He says this is a very few words. Muskrat Falls, he says, this project was conceived and 
proved viable, he said before, the project was conceived without the link, without the sale 
or power or the loan guarantee. It is to provide power for the province. All else is just 
gravy. In other words it stands on its own and all this other stuff that everyone is bringing 
into it is just irrelevant and if it goes ahead great, it's gravy, if it doesn't go ahead it makes 
no difference. What's your reaction briefly to that?

CABOT MARTIN: Well I mean my reaction would be if some walks into me...my office 
and says listen I have a great idea we are...you are going to fund 80% of a project to the 
tune of above $10 billion my prediction, above $10 billion and then Nova Scotia is going to 
get 60% of the (inaudible) and shut down its coal-fired power plant. I would say b'y 
you...there is a doctor down the road I would like to send you to. It is a project...it doesn't 
make any sense. This project is uneconomic. It is not...Nova Scotia tells us that the power 
is worth in Nova Scotia between five and nine cents because that's the market...that's the 

new market for energy in North America. So what are we doing developing a project when 
the cost is something in...somewhere between 30 and 40 cents a kilowatt hour and deliver
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it to Soldier's Pond. I mean you can't spend yourself rich. Do it, you know, it is fun while 
you are doing it, you know? It is fun while you are blowing your $1.5 billion little bit of a 
slush fund that Danny put together, right? From our excessive oil revenues that are one in 
a generation type thing and if feels good while you are doing it but it doesn't make any 
sense.

BILL ROWE:Alright. Listen Cabot, thanks so much for your take on things. Don't be a 
stranger at all. We look forward to other comments...it is a difficult topic for a lot of 
people and therefore we will take it in small doses if you don't mind.

CABOT MARTIN:I agree with that and I must admit I find the reactions and the 
comments on your program very helpful

BILL ROWE:Thank-you very much, Cabot.

CABOT MARTIN:Thanks a lot.

BILL ROWE:That applies to you for sure. We really appreciate it and your background 
and experience being applied to this issue. Thank-you very much for calling.

CABOT MARTIN:Thanks a lot.

BILL ROWE:Bye-bye.

-30-
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Hydro Quebec Case 
Key Messages

. This case is calculated to create uncertainty about Nalcor's management of hydro projects. It 
is III-founded and represents aggression rather than sound legal analysis. 

. The timing of this move by Hydro Quebec is not a coincidence. The Nova Scotia UARB 
announced on last Friday that it was making its announcement today and it has been widely 
known for many months that the UARB was going to issue its report at the end of July. The 

Quebec case is timed to detract from the positive news about Nova Scotia approval of the 
project. 

. The case also seems tactically timed on the eve of the Council of the Federation meeting at 
which Premiers are working diligently to build a national energy strategy. As a co-lead of the 
national energy strategy, we have been working to address issues of national importance, 
including open and non-discriminatory access for the transmission of electricity within Canada. 
Though Quebec attends COF, it has chosen not to participate in the energy strategy work. 
Quebec seems intent on stirring up resentment regarding Churchill Falls to justify its non- 

participation in the energy strategy. 
. We can have confidence in Nalcor's legal team and the legal underpinnings of the water 

management regime of the province. Water management rules are governed by the law of 
Newfoundland and Labrador, not Quebec. And the rules approved for the Churchill River 
accommodate all the requirements of the Upper Churchill contract, while also supporting the 
business assumptions for Muskrat Falls. 

. We do not agree with their interpretation of the Renewal contract and that we believe that it is 
quite clear that we are required to only provide a fixed monthly amount. 

. In 2007, this government announced its intention to coordinate water management on rivers 
in the province. Amendments to the Electrical Power Control Act were passed and Regulations 
were established. In November 2009, Nalcor applied to the PUB to establish an agreement 
for water management on the Churchill River after Hydro Quebec refused to allow CFLCO to 
conclude an agreement with Nalcor voluntarily. PUB approved the water management 
agreement though, interestingly, when presented with an opportunity to participate in the PUB 
process, Hydro Quebec sent a letter to PUB in Dec 2009, stating that it did not wish to 

intervene in the process. So why is it being so aggressive now? 

. This is an attempt by Hydro Quebec to undermine a project when they have long coveted the 
Lower Churchill as one they would prefer to develop with Nalcor on their own terms. 

. We have successfully broken the geographic stranglehold that Quebec has long held against 
developing the lower Churchill River. Quebec's action is more spite that substance. A 

consultant for the UARB put it this way: "Nalcor, which again is contributing the most and 

taking the most risk, is gaining a very significant strategic benefit with respect to its future 

dealings with Quebec on transmission-related issues, and it receives an immediate alternate 

route to the limited transmission capacity it currently enjoys."
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. It is also important to remember that Nalcor is seeking a ruling in Quebec Superior Court 
against the Regie d'energie's decisions that restrict Nalcor's ability to access transmission in 

Quebec for the Gull Island Project. Also, CFLCo has brought an action against HQ in Quebec 
Superior Court alleging that Hydro Quebec has not acted in "good faith II with respect to the 
1969 Power Contract. Quebec's action yesterday may possibly be Hydro Quebec pursuing a 
legal strategy in relation to those cases. 

. Hydro Quebec's actions yesterday, in the context of their long desire to control power 
development in labrador and in light of court actions being brought against them by Nalcor 
and CFLCo, are not surprising. This is a desperate act by a company used to getting its own 
way. 

. We are interested in an open transmission grid where all Canadians have the opportunity to 
benefit from renewable hydroelectric power. Nova Scotia, Emera, and the Government of 
Canada share this vision. That's why we are moving ahead with this project. We are interested 
in nation building, not dividing a country.
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BMO NOT CONVINCED MUSKRAT FALLS WILL HAPPEN: BMO Financial Group is 
not convinced the hydro link between Nova Scotia and Newfoundland will happen. 
Friday, September 13, 2013 08:02AM Item # 04 
CDC - St. John's

NANCY WALSH: BMO Financial Group is not convinced the hydro link between Nova 
Scotia and Newfoundland will happen. The bank's advisors estimate there's only a SO/50 
chance that Emera will sanction the Maritime link. Dennis Browne of the 2041 Group says 
the doubt is yet another reason to stop the Muskrat Falls project.

DENNIS BROWNE: They have no partner, and yet they're out spending a million dollars 
a day on the construction of Muskrat Falls with no partner, with no certainty of the 
Maritime link.

NANCY WALSH: Premier Kathy Dunderdale says BMO's position is foolishness because 
Emera sanctioned the link to Nova Scotia months ago.

-30-
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